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Four special articles surveying Eire’s economic 
problems and providing a background study of the 
new Anglo-Irish agreement 
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HUDDERSFIELD 
BUILDING SOCIETY 


Estawlished Reserves 
£1,000,000 


HEAD OFFICE : BRITANNiA BUILDINGS, HUDDERSFIELD 
| LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2, 














PALI OIIOIIOS 
BRADBURY, WILKINSON & CO, LTD. 


SIDI IEICE ERIE IO IIOH 


BLADES, EAST & BLADES 


LIMITED 


Established 1821 
BANKERS’ CHEQUE PRINTERS 
e 


CONTINUOUS CHEQUES, BANK NOTES, BEARER WARRANTS, 
SHARE CERTIFICATES AND GENERAL SECURITY PRINTING. 
COMPANY PROSPECTUSES. 

PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, BANKS, ETC. 


PRODUCERS OF HIGH GRADE PRINTING BY LETTERPRESS, 
LITHOGRAPHIC AND PHOTOGRAVURE PROCESSES. 


e 
City Offices: Works : 

17 & 23 ABCHURCH LANE LEONARD STFREET, 
LONDON, 6.8 FINSBURY, LONDON, E.C.2 
Telephones: Telephones ; 

MANSION HOUSE 4366 (10 lines) CLERKENWELL 1020 (10 lines) 
Telegrams; ** Identical, Cannon, London." 





DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 


CERTIFICATES, CHEQUES, 
and 
ALL DOCUMENTS OF SECURITY 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 


TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: CLERKENWELL 7531-2 











BANK OF IRELAND 


ESTABLISHED 1783 


Head Office : 


COLLEGE GREEN, DUBLIN 


Capital (Paid Up) - - £2,769,230 
Reserve - - - -  £3,560,000 
Total Assets - - - £82,549,131- 


97 Branches throughout Ireland 


LONDON AGENTS 


BANK OF ENGLAND 
COUTTS & CO. 


Every description of Home and Foreign 
Banking Business Transacted 





MUNSTER & LEINSTER 


BANK LIMITED 


CAPITAL SUBSCRIBED - - - - - - -  -  £1,875,000 
CAPITAL PAID-UP - - - - - - - =- - £750.000 
RESERVE FUND - = = = = + += = = £1,085,000 
DEPOSITS, etc., at 3lst.Dec., 1947 - - - - ~~ £54,738,700 
HEAD OFFICE - - SOUTH MALL, CORK 


The Munster ¢ Leinster 
Bank Lid. 





The Bank has over 200 Branches and Sub-Branches throughout Ireland 


BANKING SERVICES OF ALL DESCRIPTIONS ARE AVAILABLE FOR THE 
PUBLIC 


CURRENT ACCOUNTS OPENED ON USUAL TERMS. 
DEPOSITS RECEIVED AT INTEREST. 


THRIFT SAVINGS ACCOUNTS. THE SMALLEST SUMS MAY BE DEPOSITED. 
INTEREST ALLOWED. HOME SAFES ISSUED. 


FOREIGN EXCHANGE BUSINESS TRANSACTED. 

INCOME TAX CLAIMS PREPARED AND INCOME TAX RECOVERED. 
EXECUTORSHIPS AND TRUSTEESHIPS UNDERTAKEN. 

VALUABLES RECEIVED FOR SAFE KEEPING. 
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THE 


NATIONAL BANK 


LIMITED 


Established 


CAPITAL £7,500,000 
RESERVE FUND £1,270,000 
DEPOSITS £70,543,000 


EVERY DESCRIPTION OF BANKING 
BUSINESS TRANSACTED 


DUBLIN : 34 & 35 COLLEGE GREEN 
and 15 CITY OFFICES 


BELFAST : CORK : LIMERICK : WATERFORD 
and 218 OTHER OFFICES THROUGHOUT IRELAND 


LONDON : 13 OLD BROAD STREET, E.C.2. 
and 14 OTHER OFFICES IN THE METROPOLIS. 
ALSO AT 


LIVERPOOL ; MANCHESTER ; BRISTOL ; 
CARDIFF ; NEWPORT ; SWANSEA ; etc. 


AGENTS and CORRESPONDENTS ALL OVER THE WORLD 
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ULSTER BANK LIMITED 


ESTABLISHED 1836 






Affiliated to Westminster Bank Limited. 
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Capital Authorised and Subscribed £3,000,000 


Capital Paid Up - £1,000,000 ) 
> £2,500,000 
Reserve Fund - £1,500,000 , 











EASE! COMGOCCCIOMSAELCRLET ERT CRNRESEE CC One 


COMPLETE BANKING SERVICE 
with Special Departments for the Trans- 
action of Executor and Trustee, Foreign 
Exchange and Income Tax Business 


sOCCOSL OUOURE COCR SESECeS CCE TEL rerrsesLoe! 


Al 


By means of 111 Branches and 81 Sub Offices in Northern Ireland 

and Eire, and through Agents and Correspondents in all parts of St 

the world, the Bank offers a comprehensive service transacting PA 
RI 


every type of Banking business. 


PRINCIPAL BVMUEBELIN OF FRICE 


32 & 33 COLLECE GREEN 


HEAD OFFICE 


WARING STREET, BELFAST ” 
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THE HIBERNIAN BANK 


LIMITED 
Inco:porated in Ireland ° Established 1825 





CAPITAL subscribed £2,000,000 


£500,000 
RESERVE FUND £750,000 





Head Office COLLEGE GREEN. DUBLIN 


Seven Dublin Branches 
Over One Hundred Branches 
and Sub-Branches 
throughout Ireland 


The Bank undertakes the recovery and adjustment of Income Tax ¢@ The 
Bank also undertakes the offices of Executor and Trustee 


London Agents: LLOYDS BANK LIMITED, 72 Lombard Street, London, E.C.3 











THE INDUSTRIAL CREDIT 
COMPANY, LIMITED 


AUTHORISED CAPITAL - - £5,000,000 
SUBSCRIBED CAPITAL - - - - £1,000,000 
PAID-UP CAPITAL - - - - £812,500 
RESERVE FUND~ - - - £100,000 


CAPITAL UNDERWRITING 
INDUSTRIAL FINANCING 


Offices: 9 LEINSTER STREET, DUBLIN 
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PROVINCIAL BANK OF IRELAND LIMITED 


Established 1825 


pa 


TOTAL ASSETS (31,12 47) EXCEED £36,000,000 


DUBLIN 
Chief Office: 5 College Street 


115 BRANCHES AND SUB-BRANCHES a 


Banking Business of all Kinds Transacted | 











THE NATIONAL CITY BANK LIMITED 


10 COLLEGE GREEN, DUBLIN 





Capital ea oe tes a a £406,018 
Reserves and Uncalled Capital £600,000 
Total Assets... a6 ik ...  £5,011,763 


Offers to the Public a 
complete Banking Service: 


CURRENT AND DEPOSIT ACCOUNTS 
BOOK DEPOSIT ACCOUNTS 
HOME SAFES 
FOREIGN EXCHANGE 
TRUSTEE AND EXECUTOR DEPARTMENT 
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BETSON & CO., LID. 
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THE ROYAL BANK OF IRELAND LIMITED 


ESTABLISHED 1836 


Complete Banking Service 


SPECIAL DEPARTMENTS FOR 
EXECUTORSHIPS e TRUSTEESHIPS 
INCOME TAX CLAIMS e FOREIGN 

EXCHANGE BUSINESS 


Private Safes may be Rented at College Green Branch, 
Dublin 


Head Office: FOSTER PLACE, DUBLIN 
London Agents: Midland Bank, Limited 


PALGRAVE MURPHY LTD. 


Will handle all your Customs Clearance, 
Forwarding, Cartage, etc., and save you time, 


a trouble and expense. 
IFS ° SHIPBROKERS 


e STEVEDORES 





17 EDEN @Q@UAY DUBLIN 


Telegrams : ‘‘ Palgrave, Dublin "’ Telephone : 71701 (5 lines) 


SHIPBROKERS : CHARTERING AGENTS : STEVEDORES 


Consulate for Norway —_— Consulate for Panama —_— Vice-Consulate for Finland 


20 EDEN QUAY, DUBLIN 


Phone Nos. 73904/5 Telegrams ‘ Betson,’ Dublin 





Codes — Scott s 10th Edition, Boe, Lombard 


AGENTS FOR UNITED STATES LINES 
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NORTHERN BANK 


LIMITED 
Established 1824 


OLDEST JOINT STOCK BANK 
IN IRELAND 


TOTAL ASSETS EXCEED 
£40,000,000 


In addition 


Complete Banking Service 


including 


to a 


a Foreign Department through 
which the Bank establishes direct 
with all 


contact the principal 


Overseas Markets 


Special Departments 


are available for 


TRUSTEESHIPS 
EXECUTORSHIPS 


d 


CLAIMS FOR REPAYMENT 
of 
INCOME TAX 


Head Office : 
VICTORIA ST., BELFAST 
Chief Dublin Office : 

114 GRAFTON ST., DUBLIN 
170 Branches & Sub-Branches 


London Agents : 


LLOYDS BANK, LTD. 





“GENTEX” 
FABRICS 


Woven and finished 
one of the most modern 
factories in Ireland—they 
are fully equal in quality 
to the best products of 
other countries. 


GENERAL 
TEXTILE 


LIMITED 
ATHLONE 


54. 


—EIRE 


Phone: Athlone Wires: *'Gentex,"’ Athlone. 





SOUTH OF IRELAND 
PUBLICATIONS 


Established 1841 


THE 


The Cork Examiner 


CAN ASSURE ITS ADVERTISERS 
THAT IT IS BOUGHT MAINLY BY 
THE PURCHASING PUBLIC. FIRST 
MORNING PAPER TO REACH EVERY 
PART OF MUNSTER 


The Evening Echo 
THE PAPER THAT IS THE POPULAR 
‘EVENING’ IN THE SOUTH OF 
IRELAND 


Cork Weekly Examiner 
BEST ‘‘WEEKLY*’ FOR YOUNG AND 


OLD— MOST POPULAR IRISH 
WEEKLY AMONGST THE EXILES 


Chief Offices— 

95 Patrick Street, Cork, Eire 
DUBLIN—39 Westmoreland Street 
LIMERICK—61 Catherine Street 
LONDON—Fieet House, 58 Fleet 

Street, E.C.4 
WATERFORD—113 The Quay 
"Phones—Cork 1746 (4 lines) Dublin 22830 
Limerick 495 Waterford 216 
London, Central 5793/4 











PUNCH & CO. LTD. 
CORK 


Established 1851 





Importers 


WAXES * TURPENTINE * OILS 


Manufacturers 
BOOT. FLOOR and FURNITURE POLISHES 
NEWS INKS . LETTERPRESS INKS 
OFFSET and LITHOGRAPHIC INKS 


Plow 3 
seared? ions FRE 


Beauty of design and practical | 











a 
TAX 





qualities of wear are features of | PAID ON DEPOSITS 
ODEACORK — the wonderful | Write or call for our Booklet, “Saving in 
“natural” plastic. Silence, resi- | Safety.” It will pay you to read it 


lience and harmonious appear- 
ance attend its use in the best 
appointed places. Sound-proof, 
damp-proof, rot-proof, vermin- 
=c= EDUCATIONAL 
popular choice of leading archi- | 
tects and decorators everywhere / Oy bu Sb aly 
WA Fe ore +5 5 
OBDEACORK 
. _ Assets over £2,500,000 


Educational Chambers 


O’Dea & Co., Ltd., Westmoreland Street, Dublin 


Wolfe Tone House, Dublin | 





K.A.A. 














TWENTY FIVE 
YEARS AGO 


Twenty-five years ago Ireland’s individual 
fortunes were at a low ebb. There was, 
however, a new spirit awaking in the land. 
Prompt decision and resolute will guided us 
in launching New Ireland Assurance Com- 
pany, Ltd., to cater for Irish needs. To-day 
it is one of lreland’s greatest Industries. 


FUNDS EXCEED £1,500,000 


NEW IRELAND 


ASSURANCE COMPANY, LTD. 


Head Office—12 DAWSON ST., DUBLIN 
M. W. O'REILLY, F.C.1.1., Managing Direztor 


ESTABLISHED 


Fire, Accident, 





JOHN 


10-20 


Brandy (French) 

Brandy (Portuguese) 
Burgundy ; 
Claret. ‘ . PAUL BOUCHARD & CO., Bordeaux 


Champagne 
Liqueurs 
Madeira ... 





Sherry PALOMINO & 








Engineering, 


IRISH NATIONAL 


INSURANCE CO., LTD. 


FIRE 
EMPLOYERS’ LIABILITY 
ENGINEERING 
ACCIDENT 
MOTOR 
GLASS 
MARINE 
AVIATION 


Head Office — 11 DAWSON STREET, DUBLIN 
Telephone — 75611 (7 lines) 


46-49 DAME STREET 
DUBLIN. 


Aviation and Marine 





DALY & CO. 
KYRL’S 

representing in Ireland the following: 
COURVOISIER & CO., Cognac 


THE ROYAL OPORTO WINE CO., Oporto 
PAUL BOUCHARD & co., Beaune 


QUAY. 





LTD. 


CORK 


PIPER-HEIDSEICK, Reims 

CAZANOVE & cO., Bordeaux 

... HENRIQUES & HENRIQUES, Funchal, Madeira 

Port ses ase eee THE ROYAL OPORTO WINE CO., Oporto 

Rum -es ase «ee FREDERICK L. MYERS & SON, Nassau, Bahamas 
VERGARA, Jerez de la Frontera, 
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SOL 

ITTLE FOR so MANY: 
Short supplies have become 
very short supplies. Restricted distribution 
has become even more restricted. 
But it is a fair distribution nevertheless. 
We would like to give you all 
you want, but until that day, 


be assured we do our best. 

















FOR 


INTERNATIONAL TRADE 
YOU MAY 


BANK ON OUR SERVICE. 
a | CORPORATION 


INSURANCE 





Bankers : Codes : ~ y 

The Munster and Bentley’s Complete of IRELAND Ltd. 
Leinster Bank, Ltd. Phrase 
Cork Western Union—5 

Letter 

Wood—2nd Edition 

yo ag oes 3rd and 

4t itions 

All Classes of 
+. e 

Importers - Distributors - Exporters. Fire and Accident 


Insurance 


91 SOUTH MALL, CORK 


87 O'CONNELL STREET, LIMERICK 


THE IRISH INTERNATIONAL 5 GEORGE'S STREET, WATERFORD 
TRADING CORPORATION (CORK), 103 CANNON STREET, LONDON, E.C. 
LTD. Head Office: 36 DAME ST., DUBLIN 


"Phone - 956 Cork ROCKSAVAGE. 
Telegrams - Intertrade, Cork CORK 











MADE IN 


‘*DRIPSEY ” 


is the guarantee of 


Quality, Style 
and Durability 


Specialities: 
Ladies’ Tweeds, Mantle 
Cloths, Boys’ Hard Wearing 
Tweeds, Overcoatings, Blan- 
kets and Rugs 


DRIPSEY MILLS LTD., 
CO. CORK 
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ac 


St. Patrick’s 
Woollen 
Mills 


(1942) LTD. 


Manufacturers of 
FANCY WORSTEDS 
SERGES, TWEEDS 

OVERCOATINGS 

DRESS GOODS 

Wholesale Only 


DOUGLAS 
co. CORK 








Goodwear Lid. 


MARINA 
CORK 


Manufacturers of 
LADIES’. MEN’S and 
CHILDREN’S 

and UNDERWEAR 


OUTERWEAR 


Children’s 
Anklets 
TAT. 


Sox and 


and Boys’ 


“" MARINA ” 
Brand Regd. 
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Eastern Enterprise 


over three hundred years men of enter- 

se and initiative have engaged in trade 
with the East. For nearly a century The 
Chartered Bank of India, Australia and China 
has supplied them with the specialised bank- 
ing services that this trade demands. 


Today, in addition to these services, the 


Bank’s wide network of branches ensures 


that a wealth of information on local needs 





for products and services is readily available 
to customers. Those planning to enter the markets of the East are cordially invited to discuss their 


problems with the Managers of the Bank in London, Manchester or Liverpool. 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 
(Incorporated by Royal Charter 1863) 


HEAD OFFICE: 38, BISHOPSGATE, LONDON, F.C.2. 


Manchester Branch: 52, Mosley St., Manchester 2 e Liverpool Branch: The Cotton Exchange Bldgs. , Old Hall St., Liverpool 3 
West End (London) Branch : 28 Charles I St., London, $S.W.1 e New York Agency : 65, Broadway, New York 
Associated Banking Institution in India: The Allahabad Bank Ltd. 

The Bank’s branch svstem, under British management directed from London, serves 


INDIA ¢ PAKISTAN ¢ CEYLON ¢ BURMA ¢ SINGAPORE AND FEDERATION OF MALAYA 
NORTH BORNEO AND SARAWAK e¢ INDONESIA e FRENCH INDO-CHINA ¢ SIAM 
THE PHILIPPINE REPUBLIC ¢ HONGKONG ¢ CHINA ¢ JAPAN 





—this is the SPECIAL 


TWO H IG TRAV E L. lather, prescribed for super- 
AG E N CY sensitive shins. Mildly medi- 


cated. Soothing. Cooling. A joy 


Cone Spee to skin which tingles, feels taut 
ALL RAIL, STEAMSHIP & OMNIBUS or becomes inflamed after ordi- 
SERVICES nary shaving. 
ALL 
TRANSATLANTIC/CONTINENTAL e 
AND CROSS CHANNEL AIR wiicura 


SERVICES 


. SHAVING STICK 


Tickets issued in advance 





at current rates Advertiser would consider the pur- 

NO EXTRA CHARGE FOR ADVANCE chase outright of the assets and 
SCORING undertaking of any established busi- 

8 Burgh Quay, DUBLIN ness which has a manufacturing 
Telephone 71787/8 Grams ‘‘ Maritime" capacity of approx. 100,000 square 


feet in single-storey factory within 
Greater London. Write in strictest 
confidence to Box No. A.104, 
THE BANKER, 66 Cheapside, 
London, E.C.2. 


D. J. TWOHIG 


Shipbroker, Chartering Agent, Stevedore, 


Forwarding Agent, Carrier, Warehouse Keeper 


8 Burgh Quay, DUBLIN 


Telephone 71787/8 Grams ‘* Maritime ’’ 
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fixed by 


“T think I'd like 
a White Horse 


better than anything” 


PRIces:—Bottles 33 4, 34-Bottles 17/5 


the Scotch Whisky Association 

















OTTOMAN BANK 


Incorporated in Turkey with Limited Liability 
FOUNDED 1863 
RR RRS 








CAPITAL, £10,000,000 

PAID UP, £5,000,000 

RESERVE, £1,250,000 
London: 


20/22 ABCHURCH LANE, E.C.4 
MANCHESTER : 56-60 Cross St. 


Paris : 
7 rue Meyerbeer (1Xe) 
: MARSEILLES : 38 rue St. Ferreol 
ISTANBUL: 
(Galata, Beyoglou, Yeni Cami) 





BRANCHES AND AFFILIATIONS 
THROUGHOUT THE NEAR EAST 





Drefts and Telegraphic Transfers Issued 


Letters of Credit Granted 


EXCHANGE & INSURANCE 
OPERATIONS EFFECTED 








SOUNDINGS 


Fuly Number 2/6 


INCLUDES ARTICLES BY 
R. F. Harrod 
An Alternative Policy. 
Lord Horder 
The Doctors’ Surrender. 


Ww. A. Ward-Jackson 


After the South African Elections. 
F. A. Voigt 


Communism in Greece. 
Also 
STANISLAW 
MIKOLAJCZYK 
on The Road to Yalta, 
and 
Deuglas Woodruff 
on Submerging the National 
Tradition. 

From bookstalls or direct from the 


Publishers at 7 Montpelier Street, 
S07 























Barnstaple 
Building Society 





An old - established progressive 
local society with the majority 
of its mortgages in the West of 
England 








Investors receive 
2 4 9, 
4% 
per annum 
Income Tax paid by Society 











Rapidly expanding business enables 
the Society to accept investments up 
to £5,000 








Balance Sheet and Report free on 
application to 









Bridge Building WALTER J. BOND 
Barnstaple Secretary 


Phone 2317 3004/5 








. to aid the child-victims of ill-treatment ana 
neglect, to secure for them proper care and attention, 
and above all, to rebuild family life. You can help 
this great work in your recommendations to clients. 
A bequest to the National Society for the Prevention 
of Cruelty to Children means that the money will be 


used to the greatest possible good. 
lew SK 


P le-cste 
N-S-P-C-C 


President: H.R.H. PRINCESS ELIZABETH 

Information gladly supplied on application to the Director 

N.S.P.C.C., 2 Victory House, Leicester Sq., London, W.C.2. 
"Phone Gerrard 2774 
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AMSTERDAM 
ATHENS 
ABERDEEN BERLIN 
BRUSSELS 
BELFAST 
a COPENHAGEN 
CHANNEL ISLANDS eS 
p44 DEAUVILLE 
BE 
EDINBURGH 
GENEVA 
GLASGOW GIRABLTAR 
HEBRIDES HAMBURG 
INVERNESS ISTANBUL 
LISBON 
ISLE OF MAN 
MADRID 
LIVERPOOL 
MALTA 
LONDON 
NICE 
MANCHESTER an 
ORKNEY PARIS 
SHETLAND 20 PRAGUE 
ROME 
SOUTHAMPTON 
STOCKHOLM 
WICK 
VIENNA 
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MILNERS’ BANKERS’ DOORS 






| 
| 
I ne world-famous reli- | 
bility of Milners’ Bankers ' 
Doors and the security 
hey give. can be attributed 
» a century S experience 
S a constant determin- 
mprove and 


Milners- : 
the safest Safe investment/ 


MILNERS SAFE COMPANY LTD. 


Security Engineers and Contractors 


HEAD OFFICE: 58, HOLBORN VIADUCT, LONDON, E.C.I. 


Telephone: CENtral 0041/5. Telegrams: Holdfast, Cent, London. 


Factories: Phoenix Works, Speke, Liverpool Telephone: Hunts Cross !281/6. 
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No longer is the equipment 
the weak link in the chain of 
mechanised accounting. What- 
ever the method — whatever the 
machine — Roneotol Posting 
Equipment will co-operate. And its 
ease and speed in operation must be seen to be believed. When they are 
wanted, the cards fan out. giving a view of every account in the section. The 
cards are offered as rapidly as the most skilful operator can select them and 
they are returned with the same sureness and speed. Spring-loaded “ history ” 
cards, working in conjunction with specially designed Rocking Guides, provide 


the touch of genius that inspires the system. 


RONEOTOL MACHINE LEDGER POSTING EQUIPMENT 
call a RON and 


dle the sob property 


RONEO LTD - 17 SOUTHAMPTON ROW - LONDON W.C.1 - TEL: HOL. 7622 - Works: Romford, Essex 


(Branches throughout the country) 


Bl 









latest, most comfortable 
sleeper Constellations 


cancellation fee. Ask him, too, for onward booking 


nte’ 2 natic toot from Bombay by Air-India throughout India 


% Bookings accepted to Geneva & Cairo 
r Travel Agent charges no booking fee or 


THE 


UNITED COMMERCIAL BANK 


LIMITED 


(Incorporated in India. Liability of Members is limited) 


Head Office : 


2 ROYAL EXCHANGE PLACE, CALCUTTA 
* 
G. D. BIRLA, Esa., Chairman 


AUTHORISED CAPITAL 


SUBSCRIBED CAPITAL Rs. 40,000,000 
PAID-UP CAPITAL Rs. 20,000,000 
RESERVE FUND Rs. 


With over 60 Branches at the leading centres of Industry and Commerce in India, Pakistan 
and Burma, The United Commercial Bank is well equipped to serve Banks, Commercial 
Institutions and individuals carrying on business with India or intending to open connections 


with that country. B. T. THAKUR, General Manager. 
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India’s trade and commerce, today more than ever, call for maximum 

efficiency and goodwill. We are aware of your anxieties in keeping up 

your business prestige, for prompt service under difficult conditions. 

But you need have no anxiety about anything where we as a bank can 

help you. Our men in the offices in India and abroad will assist you 
at every turn in all your banking problems. 


THE EXCHANGE BANK OF INDIA 
& AFRICA LTD. 


Sir Pherozeshah Mehta Road_ - “ . BOMBAY, 1 


BRANCHES IN INDIA: 
Ahmedabad (2), Amraoti, Amritsar, Bombay (4), Bangalore City, 
Bhavnagar, Calcutta, Cochin, Delhi, Karachi, Khamgaon, Kolhapur, 
Madura, Madras, Nagpur, Poona City, Rajkot, Tinnevelly, Tuticorin, 
Surendranagar 


BRANCHES OVERSEAS: 
Aden, Colombo (2), London, Jaffna, Dar-es-Salaam, ‘Mombasa, Nairobi 


ASSETS EXEED Rs9.00.0 0.000 








You can bank on it! the dark clouds will pass and 
the sun will shine again in a land of prosperity. In good times as 
well as in bad the advantages of a sound banking system are at 
your disposal. 

Martins Bank, with a network of nearly 600 branches throughout 
the country, places itself at your disposal and is ready to help you 
with your financial problems. 


<I MARTINS 
uyenroct BANK 


& BRANCHES 
LIMITE 











DUNFERMLINE 
BUILDING 
SOCIETY 


Estp. 1869 
PRESIDENT: Tue Rr. Hon. Tue Eart or Excin ann Kincarpine, K.T., C.M.G. 
The Society is now prepared to receive Share 


Investments, up to a maximum of £5,000, 
and will allow interest thereon at 


Per 21 % annum 


INCOME TAX PAID. BY SOCIETY 
Prospectus on Request 
HEAD OFFICE: - ~ EAST PORT, DUNFERMLINE, FIFE 
Manacer: - ROBERT STODDART, M.A., LL.B., C.A. 
ASSETS : £3,000,000 RESERVES : £115,000 
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For the convenience of competitors 
and others, National Provincial Bank 
Limited have opened temporary offices 

4 
at the centres established at Richmond 
Park, Uxbridge and West Drayton, at 
Ww hich all Banking facilities are available. 


National Provincial Bank 
Limited 
Head Office : 15 BISHOPSGATE, LONDON, E.C.2. 


Principal Overseas Branch : 
I PRINCES STREET, LONDON, E.C.2. 





UNDER NEW EDITORIAL CONTROL 
THE 


ANNUAL REGISTER 


189th YEAR OF CONTINUOUS PUBLICATION 
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Editor : Ivison S. Macadam, C.B.E., M.V.O. 


Director-General, The Royal Institute of International Affairs 


ASSISTED BY A DISTINGUISHED ADVISORY BOARD NOMINATED 
BY LEADING SOCIETIES OF LEARNING AND OF THE ARTS 


Assistant Editor : Hugh Latimer 


Home Affairs The Arts Finance, Industry, Trade 
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3 - 2 Chronicle of Events 
Foreign Affairs Literature Brief Obituaries 
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the typist Lm 


Copying documents takes valuable 
time. You can save this time and release 
your typist for other work by sending 
agreements, conveyances, wills, etc. to 
the ‘Photostat’ document copying service. 
‘Photostat’ copies are actual photographs 
of the originals. Every line, dot and 
alteration is exactly reproduced. As 
shown at left, you can order negative 
copies —these are perfectly satisfactory 
for many purposes—or positive copies 
with no tone reversal. More and more 
banks and business houses are issuing 
‘Photostat’ copies to clients. 
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“Sp ESSTLT’asioce sorse 


S\O U Ti UH 


AINT LINE 


The first post-war addition to the 
South American Saint Line 
Fleet, the new 10,000 ton cargo 
liner m.v. “St. Essylt”’ 
Cardiff on her maiden voyage 
to Brazil, Uruguay and Argentina. 
The m.v. ‘* St. Essylt’’ inaugurates 
the new service between London, 


leaves 


LONDON, CARDIFF, HULL, ANTWERP AND HAMBURG 
TO AND FROM BRAZIL, URUGUAY AND ARGENTINA 


A M E RI 





C A N 


Cardiff, Hull and Antwerp and 
the ports of the Brazils and the 
River Plate. 


Built by Joseph L. Thompson & Sons Ltd., Sunderland 





THE SOUTH AMERICAN SAINT LINE LIMITED 


HEAD OFFICES: 


SAINT LINE HOUSE, 


MOUNT STUART SQUARE, CARDIFF 





Hyde 763 
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Yes, exports destined for Australia 
and New Zealand can ‘boomerang’ 
if their price or quality is unsuited 
to the market. For although these 
Dominions are still eager for 
British goods and services, their 
buyers are becoming increasingly 
selective. 

Exporters planning to sell to Aus- 
tralia and New Zealand are invited 
to consult the Overseas Depart- 
ment of The Bank of Australasia— 
where they will find up-to-date 
information from the  Bank’s 











Your 





branches *‘ down under’ on local 
markets and conditions. B, 
TH E BANK OF AUSTRALASIA (Uncorporated by Royal Charter 1835) 
LOND 
Head Office: 4 Threadneedle Street, London E.C.2. (Manager: G. C. Cowan) 
FIRST 


Trade with 
AUSTRAL 





—_—— information which will help plans for the development of 
Australian trade can be obtained from the Information Department of this 
Bank. A network of over 500 Branches and Agencies at strategic commercial 
centres provides a specialised Banking Service based on expert knowledge 
of local conditions. 


THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 
7 Lothbury, London, E.C.2 


and at Australia House, Strand, London, W.C.2 
Incorporated with Limited Liability in Victoria Established 1858 
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To promote§j 


Trade 


The Bank of New South Wales offers ° 


these services: 


@ Introductions to importers and 
exporters in AUSTRALIA and 
NEW ZEALAND. 


@ Credit information about resi- 
dents of those countries, with 
whom you may wish to trade. 


@ Facilities for making payments 


to, or receiving payments from 
those countries. 





® Arrangements for business visits to either or both countries. 


Your bank can put you in touch with the 


BANK OF NEW SOUTH WALES 


(Incorporated in New South Wales with limited liability) 


LONDON OFFICES: 29 Threadneedle Street, E.C.2, and 47 Berkeley Square, WwW. 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 
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EVERY TIME 


YOU SEE A POLICEMAN 





THINK OF 


CHATWOOD 


for protection against 
fire and thief 


SAFES, STRONGROOMS AND ALL SECURITY EQUIPMENT, SAFE DEPOSIT INSTALLATIONS, 
FIREPROOF OFFICE EQUIPMENT 


THE CHATWOOD SAFE & ENGINEERING COMPANY LTD. SHREWSBURY 
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For all Reflex NOW OPEN 
Copying Machines 


The City branch of 
J. ROUSSEL LTD 
at 3 OLD JEWRY 


: . | 
I - () a f is now open for the 
convenience of City 


REFLEX DOCUMENT men who take pride 


in their appearance. 


PAPER NO. 50 


With Ilford Reflex Document! 
Paper No. 50 you can_ obtain 
perfect copies from every type of 
original, including manuscript, 


typescript, pencil notes, plans and 


drawings containing fine detail. L j ie | iA is oa L T 


Linia Shorts are also available 
nia Method Booklet on application 
rom Dept. 2 


ILFORD LIMITED - ILFORD - LONDON 
Sold only by Je ROUSSEL LTD 
PROVINCIAL DEPOTS: 


Regent S + n A 
BIRMINGHAM, 4 Livery Street - gent Street London WI 
GLASGOW, C.2, 3 Cadogan Street Telephone REGent 7570 


LEEDS, 16 Park Place NEWCASTLE-ON-TYNE, 


MANCHESTER, 22 Lloyd St 14 Saville Row | on eee ‘ 
Albert Square | DUBLIN, 56 Middle Abbey St. ind 3 Old Jewry London EC 


LONDON DEPOT: 10! High Holborn, W.C.! Telephone METropolitan 0609 Imperial Typ 
Le 


Manchester and Glasgow 





aa... 
/ Wik STRAIGHTFORWARD 


DAY AND ae ae OR SOLUTION TO AN 
INVESTMENT 


CONTRACT TERMS 
FOR CAR HIRE | PROBLEM 


You can have a modern car, with 
or without chauffeur, at your Many people with money to invest, 
command constantly, for business | are uncertain where to bestow it 
and professional purposes, by | to best advantage in these un- 
taking advantage of our contract settled times. 
facilities. a : 
You will thus enjoy the con- PRIVATE INVESTORS 
venience of car ownership without The Co-operative Permanent 
trouble or outlay, and with imme- ——a ns offers P — 
. é z aven for such monies. Private 
diate replacement when the car investments can be accepted up 
requires Servicing. to £5,000 and will bear interest at 
the rate of 2% per annum, with 
the Society meeting liability for 
income tax. The investment is 
secured against first mortgages on 
privately owned houses, and the 
margin of safety, ample at the 
outset, increases regularly as 
monthly repayments are received. 
Moreover, invested capital is 
available for withdrawal on 
reasonable notice. 


That's the word ‘Imperial’ | COMPANY INVESTORS 

in Sinhalese, one of the 25 | Investment facilities are also 
languages that can betypedon | afforded to Limited Companies 
who are offered good interest 
rates, without liability to income 
tax, for fixed period investments 
It is this unique feature that and loans. 

makes the Imperial such a | Full particulars will be forwarded 
on request. 








an Imperial Typewriter merely 
by changing the keyboard. 


sas | CO-OPERATIVE 
PERMANENT 
BUILDING SOCIETY 


B.A.1 NEW OXFORD HOUSE, 


Imperial 


The Worlds most versatile 


Typewr iter LONDON, W.C.1 


Telephone: Holborn 2302 


CITY OFFICE: 50 CANNON ST., E.C.4 
Telephone: City 1161 


Imperial Typewriter Co 
Leicester. 








. The bulk of building society capital is invested 
in first mortgage securities, and is mainly loaned on 
private dwellinghouses of the owner-occupier class. It is 
the safety of this class of investment which determines 
the security of building society capital. There is little 


doubt that the home buyer has been proved an excellent 
‘sk with which te ASSETS EXCEED 


risk. The remarkable punctiliousness 

mortgage borrower pays his debts, and the tenacity with 

which he holds on to his home, even in the most difficult é 2 fe) ’ oO oO re] + oO oO oO 
times, have made the house loan a class of business with 


an extremely low percentage of losses...” RESERVES OV FR 


... Sir John H. Grey, J.P. 


Chairman of Directors of £ i I re) re) re) re] re) 
9 4 


THE 


BURNLEY 


BUILDING SOCIETY Led — : 
Head Office: GRIMSHAW STREET, BURNLEY a 1850 


(Tel. : 2135—5 lines) 


London Office: 102-3 HIGH HOLBORN, W.C.1 General Manager : 
(Tel : Holborn 9851—4 lines ) WILLIAM HIRST 


For a cost of less than 10/- a week, a man aged 30 may : 


Make certain that his family will receive £1,000 should he die 
before the age of 65 


Receive £1,000 when he reaches the age of 65 (or an annual pension 
for life of £94 6s. 8d. instead of the £1,000) 


Obtain a substantial relief from Income Tax on his premium. 


Special terms are available to members of bank staffs 


WRITE FOR PARTICULARS APPLICABLE TO YOUR OWN AGE TO :— 


THE STANDARD LIFE 


ASSURANCE COMPANY 


(Established 1825) 
HEAD OFFICE . - - 3 George Street, EDINBURGH 


LONDON OFFICES - 3 Abchurch Yard, Cannon Street, E.C.4; 
15a Pall Mall, S.W.1 


AND BRANCHES THROUGHOUT THE UNITED KINGDOM 











HE BOUGHT FIRST A Carvacraft 
SINGLE DESK INKSTAND 


and, impressed by its polished beauty .. . its soft lustre as of 


semi-precious stone, he treated his desk to a whole set of Carvacraft 
Writing Desk Equipment. You. too, will find Carvacraft imparts 
to your desk an air of distinction and quiet dignity. 


If you are proud of your desk, buy a set of Carvacraft Writing 


Desk Equipment—and be prouder still! You can choose any one 


of three shades to blend with your particular colour scheme. 


Carvacraft 


WRITING DESK EQUIPMENT 


Obtainable from leading Stationers and Stores only. 





DOUBLE DESK INKSTAND e SINGLE DESK INKSTAND @ DESK FOUNTAIN PEN STAND @ TELEPHONE 
INDEX & HOLDER e DESK DIARY e PIN & CLIP TRAY e HAND BLOTTER e DESK BLOTTER e@ PAPER 
KNIFE @ ASH TRAY e@ LETTER RACK @ WRITING PAD HOLDER e@ DATE STAND 


MADE BY JOHN DICKINSON & CO. (NORTHERN) LTD., PLASTICS DIVISION, KIRKBY, Nr. LIVERPOOL 
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ALLIANCE 


ASSURANCE CoO. LTD. 
HEAD OFFICE: BARTHOLOMEW LANE, LONDON, EC.2 
Established 1824 


INSURANCES OF ALL KINDS 


FIRE - MARINE BURGLARY and THEFT 
Accidents of all kinds - - - Motor Vehicles 
LIFE (with and without profits) - Estate Duty Policies 
Children’s Deferred Assurances 


Family Protection - - 
- - Annuities 


and Educational Endowments - - 


Special terms granted to Bank Officials in respect 
of Assurances on their own _ lives. 
The Company undertakes the duties of Executor and Trustee. 





HENRY BUTCHER 


& CO. 





SPECIALISING IN THE 


Sale and Valuation FACTORY 
of AGENTS 


Industrial Properties e FIRE LOSS 
Plant and Machinery ASSESSORS 





HEAD OFFICE: 


73 Chancery Lane, LONDON, W.C.2 


Tel. : Grams. : 
HOLborn 8411 (8 lines) Penetrancy, Holb., London 
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A Banker's Diary 


Tue European Recovery Programme has had some menacing hurdles to clear 
on the final round of its course. In the first place, unexpected difficulties arose 
in securing Congressional appropriation of the funds required 

Marshall for the first year’s programme. It was all too easily assumed 


Aid that when Congress last April gave its approval to the Foreign 
Vicissi- Assistance Act and incorporated in that Act the figure ‘of 
tudes $5.3 billions for the first year’s programme, the actual appro- 


priation of that sum could be regarded as a mere formality. 
The House of Representatives Appropriation Committee, with the formidable 
Mr. Taber at its head, soon disabused any who might have taken this hopeful 
view. The Committee cut the appropriation and then spread the reduced 
amount over a period of fifteen, instead of twelve, months. In this form the 
Appropriations Bill was passed by the House itself. It remained for the 
Senate to repair as much as possible of this damage. This it succeeded in 
doing, thanks mainly to an inspiring defence of the European Recovery Pro- 
gramme by Senator Vandenberg. In the task of reconciling the Senate and 
House Bills, victory again went to the Senate. The slight cuts in aid—amount- 
ing altogether to about $95 millions—were allowed to ‘stand, but on the crucial 
question of the currency of the appropriation it was decided that, though 
nominally it should be for fifteen months, the President, in consultation with 
the Administrator, Mr. Hoffman, could decide to spend it in twelve months 
if this was deemed necessary. 

Another and equally ominous set of difficulties had to be overcome in the 
negotiation of the bilateral treaties between the United States and each of the 
sixteen recipient countries. These treaties are to form the basis of the contract 
for the granting of Marshall aid. The Foreign Assistance Act provided that 
these treaties should be signed within three months of the Act, i.e. by July 3, 
and also specified in broad outlines what they should include. When the first 
American drafts of these treaties were received in June, the recipient Govern- 
ments discovered, with some dismay, that they contained conditions involving 
American intrusion in such matters as currency stabilization, the fixing of 
realistic exchange rates, the stabilization of budgets, and commercial policy 
—conditions which were deemed to be wholly unacceptable. The actual 
negotiations which have since been proceeding in Washington appear to have 
removed some of these undesirable “ strings ’’. It is fully realized among the 
recipient countries that conditions must be attached to American aid. It is of 
the essence of the European Recovery Programme that the recipient countries 
should bind themselves to an effort of self-help, not merely as a parallel pro- 
gramme but as an integral part of the American scheme and as a condition of 
obtaining assistance. It is right and proper that these undertakings by the 
recipient countries should take formal and solemn shape in a treaty and should 
not be left in the form of vague gentlemen’s agreements. What was objection- 
able in the original American proposals was that they resurrected the rigid 
philosophy on monetary and commercial policy which has long held sway in 
the State Department but which has been toned down in many international 
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conferences to take into account the facts of economic life, particularly as they 
exist in war-shattered Europe. What in fact the British and other recipient 
Governments objected to was the acceptance of conditions which they knew 
would hamper rather than help the European Recovery Programme. It needed 
little hind sight to conjure up memories of similar conditions attached to the 
Anglo-American loan agreement, which had precisely the same destructive 
result. On this score good sense appears to have won the day, and the bilateral 
negotiations which have been going on in Washington seem, at the moment 
of going to press, to have resulted in agreements cast on distinctly more 
satisfactory lines than at first seemed likely. But they will deserve the 
most careful scrutiny in the coming debate in Parliament. 


CURRENCY reform has at last come to the Western zones of Germany. For 
two years the economic recovery of those zones has been hampered by a crazy 
: 7 monetary situation in which considerable inflation of the cur- 
The New  rency has gone hand in hand with official prices and wages 


oe” 3 fixed on a pre-war basis and with a highly developed barter 
mark ; 
economy in which the cigarette has done duty as unit of 


account and means of payment. The delays in introducing a new currency 
must in large measure be explained by the hopes—now, unhi ippily, abs undoned 
—of achieving this reform on a quadripartite basis. W hen it was seen that 
any expectation of getting Russian co-operation in such a measure was out 
of the question, the preparation of the scheme for the American, British and 
French zones was put in hand. The reform was launched on June 20, in the 
teeth of violent Russian disapproval. The scheme is a model of initial severity. 
It remains to be seen how long that essential quality will endure. On Sunday, 
June 20, all Germans in the three Western zones were entitled to change 40 
of their old marks into 40 new Deutschemarks. Another 20 marks will be so 
exchanged within the next month. The rest of the circulating medium in 
Germany (other than small coins up to one mark, which will be available at 
one-tenth of their face value) will have to be deposited and will later be con- 
verted into new marks at the rate of one new mark for every ten old. In order 
to meet the urgent need for wage payments, all firms will be allowed to borrow 
from their banks up to 60 new marks per person employed. 


The new currency life in Germany is beginning on very short rations. This 
is as it should be. The first requirement of the reform is that it should create 
so severe a liquidity crisis as to force the dishoarding of the food and other 
consumer goods known to be held in large quantities by farmers, middlemen 
and manufacturers throughout the country. It is only by maintaining the 
severity of the new monetary regime that the present intention of holding 
intact the level of official wages ‘and prices can be realized. There will be 
plenty of opportunities and excuses for re-expansion in the coming months. 
The difficulty will be not to re-expand the currency, but to withstand the 
temptation of doing it too fast. The new Land Central Bank will have to 
follow a very “hard money ”’ policy if the present intention of giving the 
Deutschemark an exchange value of 30 U.S. cents, or 13 to the £, is to be 
realized. The currency reform as such will necessarily bear with special 
severity on those Germans compelled by their business or accident to maintain 
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large holdings of cash. In order to equalize the burden, special taxation of 
holders of other forms of property will be enactea later. 

The introduction of the currency reform in Berlin has caused a head-on 
clash between the Russian and the other three occupying powers and may pro- 
vide the pretext on which the issue of four-power government of Berlin will be 
challenged and decided. 


THE victory of the Nationalist Party at the South African elections has brought 
to a head the problem of the balance of payments discussed in detail in an 
article in last month’s issue. The crux of the problem is that 


South since the war the Union has been financing a heavy deficit on 
Africa’s current account only by attracting a large inflow of funds from 
Hot abroad, especially from Britain. South Africa’s need for 


Money capital is so apparent that Dr. Malan’s Government is likely 

to avoid any measures which might have the effect of dis- 

couraging foreign capital, and, indeed, its first tentative statements of policy 

have obviously been designed to allay possible fears. But the uncertainty has 

been sufficient to check the inflow; and, until the Government’s intentions 

become more clearly discernible, there will remain the danger of a sharp 

reversal of the movement. An article from Johannesburg which appears on 

page 16 discusses some of the consequential problems of the curtailment of 
imports which now seems unavoidable. 

In London, attention has been focused mainly upon the hot money aspects 
of the problem. The Smuts Government had realized the dangers inherent 
in the dependence upon a large volume of foreign funds which might be with- 
drawn at any moment. Hence, despite the underlying need for capital, it had 
already taken steps to check the inflow of funds not intended for ‘‘ genuine ”’ 
investment. The new Government is apparently thinking along similar lines, 
and a fortnight ago it was freely rumoured that overseas holders of bank 
deposits would be forced to repatriate them unless they were “ invested ”’ 
within thirty days. These reports proved to be based upon a misinterpretation 
of a new rule made by the Union Treasury, which now insists that sales of 
securities on behalf of non-residents shall be governed by a procedure analogous 
to the ‘‘ Form M”’ procedure formerly operated in London by the British 
exchange control. The new provisions, however, do not apply to residents in 
the sterling area. Meanwhile, the sterling holdings of the South African 
Reserve Bank, which had risen to a peak of £81} millions by the eve of the 
elections, have since fallen by some £6 millions. The drain on the gold holdings 
continues ; by mid-June the total was down to under £94} millions, compared 
with £108 millions at end-May. 


THE banking figures are beginning to reflect the effects of the Chancellor’s 
anti-inflationary budgeting. During March and April the banking position 
was overshadowed by the creation of deposits necessitated by 

Falling the Argentine Rail purchase, but the banks’ statement for 
Bank =May—which, at the time of writing, is the latest available— 
Deposits revealed a fall in net deposits by £32 millions. This was wholly 
due to a reduction in Governmental requirements ; although 

the holding of Treasury deposit receipts rose by £8 millions, money market 
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assets declined by £64 millions. The fact that the Government, contrary to 
the usual practice, has this time concentrated its repayments upon the Treasury 
bill issue does not reflect any change in underlying policy, but simply the 
technical effects of the Argentine operation. At the time of the banks’ make-up, 
the companies concerned were in process of distributing the purchase moneys 
to their debenture holders. Hence the special bill issues issued by the authori- 
ties in March to the bankers to these companies were being redeemed. Had 
the Treasury’s net requirements for finance not been declining at the same 
time, the bills would have been replaced correspondingly by T.D.R.s. 


May, Change on 
1948 Month Year 
£m. £m. £m. 
Deposits ee on es 5868.38 + 7-9 + 297.8 
Ne +t Depo sits * xa oe 5642.0 — 32.2 + 255-3 
o/s 
IS 
Cash .. ie ea wi ae 488.0 (8.32) + 9.8 + 27.6 
Money Market Assets 7 oe 1176.7 (20.2) — 64.1 + 88.1 
Call Money 454.0 ( 7.7) - 8.6 + 24.1 
sills 722.7 (12.3) —- 55-5 + 64.0 
Treasury Deposit Receipts .. — 1247.5 (21.1) + 8.0 — 102.0 
Investments plus Advances .. oe 2801.4 (4707) + 13.1 + 241.2 
Investments we ane KS 1476.8 (25.1) —- 5.0 aa 7.1 
Advances ma ina «a 1324.6 (22.6) + 18.1 + 234.1 
*After deducting items in course of collection. §Ratios of assets to published deposits. 


The release of the Argentine funds has necessarily involved a big switchover 
from deposit to current accounts, but it is too soon to judge whether there 
has been any corresponding addition to the inflationary potential ; some of 
this credit will tend to disappear as the funds are reinv ested. Utilization of 
the money may, indeed, explain why the increase in bank advances, though 
bigger than in April, was much less than in May, 1947. 


AFTER the rebuff which the authorities gave recently to suggestions for tech- 
nical improvements in the floating debt system, banking circles last month 


cal = 
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were agreeably surprised to find that the Treasury had had J 


Improving second thoughts on the matter. It announced that, as from 
the T.D.R. Monday, June 14, issues of T.D.R.s might be made with a life 
System of five or seven months in addition to the standard period of 

six months ; all issues will carry the same rate of interest— 

g per cent. perannum. The object of this change is to increase the flexibility 
of the system by making it easier for the authorities to match their borrowings 
and repayments to the ebb and flow of their cash receipts. During the war, 
when the Treasury was consistently a heavy borrower, the disadvantages of 
an invariable six-months currency for T.D.R.s were not apparent. Last 
January and February, however, the Treasury’s seasonal surpluses coincided 
with a run of five weeks in which no T.D.R.s matured—because, in the period 
six months earlier, no T.D.R. issues had been needed. In conditions such as 
these, dislocation of the money market was inevitable. Given the fact that 
the authorities permit the tender issue of Treasury bills to vary only within 
narrow limits, they had not sufficient means of returning the funds to the 
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market until stringency had produced sales of bills to the special buyer. The 
new arrangement will minimize such disturbances, by enabling the authorities 
to concentrate the maturities upon the periods when they expect to have 
large surpluses ; they, not the banks, will decide the proportions in which 
the \ various types of T.D.R.s are combined. In the first two issues under the 
new system, {90 millions out of a total of £130 millions were in seven-months 
T.D.R.s (and the remainder in six-months), and so will correspondingly ease 
the problem created by the seasonal tax payments next January. 

It is to be hoped that the welcome given to this modest innovation will 
encourage the authorities to consider sy mpathetically other suggestions for 
comparable improvements. The new arrangement does nothing to relieve 
the day-to-day difficulties which arise from the fact that the life of T.D.R.s, 
like that of Treasury bills, is expressed in calendar months instead of an even 
number of weeks. This first difficulty is well illustrated by the first issues 
under the new system; it was impossible in those weeks for the banks to 
secure T.D.R.s maturing on Thursdays next January (the day of the week 
when the heaviest tax transfers are usually made) because the corresponding 
dates six months earlier were Sundays.’ This criticism of the system of course 
applies with even greater force to Treasury bills. When asked whether he 
would consider stz un dardizing the life of bills at 91 days, the Chancellor replied 

‘not at present ’ 


THE latest Report of the Bank for International Settlements is, as usual, a 
storehouse of carefully sifted information on economic conditions in the world, 
interlarded with shrewd comment and advice couched in the 

B.I.S. on liberal economic philosophy we have come to expect from 

Physical this Institution. The gist of the conclusions in this Report 

Controls js a warning against the assumption that peace-time reorganiza- 

tion can be achieved by perpetuating the war-time methods 

of physical control. These methods, it is contended, ‘‘ seem always to involve 

a strong admixture of inflation . . . an undue prolongation of their use would 

be even more dé ungerous than an indiscriminate return to the pre-war modes 
of economic life ’ 

What does the B.I.S. wish to substitute for these physical controls ? The 
answer is one that should come readily to the mind of readers of responsible 
journals of economic opinion in Britain. 

“It then becomes necessary to have recourse to those essentially 
financial types of control which, in conjunction with a price mechanism, 
have repeatedly proved their usefulness in adjusting balances of payments 
and in giving stability to the national curre ney. The point is to control 
the total volume of monetary purchasing power and especially the size 
of money incomes which chiefly determines the volume of demand for 
goods and services . . . the boom conditions at present obtaining demand 
a curb on the creation of new money.” 

The B.I.S. Report, looking back on physical controls and their operation, 
finds that they have tended to intensify the trend towards nationalistic insula- 
tion. By contrast, financial controls should foster international co- operation. 
They should permit the abolition of many existing hindrances to trade and 
thus help to strengthen the ties of free international intercourse. 
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THE New York market in sterling securities, at varying but substantial dis- 
counts, has from time to time been of considerable dimensions, particularly 
since the Exchange Control Act came into force last autumn. 
Imports of Since that date, the Bank of England. has not insisted, before 
Jearer granting a licence for the import of a bearer security for sale 
Securities jn this country on non-resident account, that there should 
have been no preceding change in the ownership of the security 
between persons in different currency areas. It therefore became possible for 
the very large quantities of bearer securities (largely oil and mining shares) in 
continental ownership to be sold in New York to W all Street houses specializing 
in foreign securities. Under the British exchange control’s ‘ switching ”’ 
regulations, these securities could be sold in London against purchases of other 
purely sterling securities, notably South American Government bonds. Brazil 
and Chile, for example, use their dollar funds to buy back their own bonds in 
London at very substantial discounts, sometimes greater than 50 per cent. on 
the market price. Last month, the Bank of England, before granting import 
licences, requested production of an ownership history of sterling securities 
imported for foreign account. Where these histories indicate a change of 
ownership between B snenae in different currency areas in the last twelve 
months, the im por rt licence is now being refused. This action by the Bank has 
created a — deal of ill will in New York. It has been the practice of most 
of the New York houses, in violation of the strict letter of the regulations, to 
sell lecmnaal in London (prior to the grant of the import licences) sterling 
securities bought in New York, the reason being the perfectly practical one 
that the basis of New York dealings depended upon the London quotation 
ruling around the time when the deal was concluded. The Bank of England 
has relented to the extent of issuing licences in those cases where such forward 
contracts of sale had been made. Those houses, however, that abided strictly 
by the letter of the law and applied for import licences before proceeding to 
sell in London, have had their applications refused. 

Justification for the change of policy is difficult to find. The suggestion 
has be en made that the Bank is reluctant to see any large scale transfer in the 
ownership of foreign-held British securities from soft currency countries, par- 
ticu alarl ly FE rance, to hard currency countries such as the United States. Such 
a transfer would, it is said, ultimately increase Britain’s liability to find U:S. 
dollars when the capital falls due for repayment, and, over the short-term, 
would absorb U.S. dollars for the payment of the interest or dividends involved. 
These arguments cannot be said to carry very much weight. In the first 
place, the securities concerned are chiefly ordinary shares, “and the question 
of capital repayment can, therefore, scarcely be said to arise. Secondly, where 
the securities are in the form of shares in South African companies, then under 
the latest agreement with South Africa that country compensates us in gold 
for dividends paid through London to non-residents. There can therefore be 
no loss of exchange on this score. Thirdly, the change in the Bank’s practice 
makes even less sense when it is realized that it is open to any non-resident to 
send his bearer securities to New York and collect the dividends or interest in 
dollars through his New York bankers. Such changes in location have been 

taking place on a very large scale, and unless they are checked the effect of 
the Bank’s recent action, so far as stopping the drain in foreign exchange is 


concerned, would probably be insignificant. 
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Sterling or Gold for Europe ? 


ERSISTENT efforts have been made during the past month to restore 
Pirie machinery for financing international trade in Western Europe. The 

work has been done under the egis of the Organization for European 
Economic Co-operation in Paris, and the negotiations it has involved are an 
integral part of the preparatory work on the E uropean Recovery Programme. 
At the last meeting of the Council of the O.E.E.C., the primary objective, that 
of assembling the Marshall countries’ requirements for the next twelve months, 
was found to be unattainable unless the extent of trade within Europe during 
that period could be clearly foreseen. Many of the basic estimates of European 
needs from the Western He misphere must vary according to the degree of 
activity in the European economy itself. As Europe’s productive resources 
are not at present fully employed, and as much of that temporary stoppage 
is directly attributable to the difficulties of financing intra-European trade, 
the pay ments problem was quite rightly given highest priority in the discussions 
of the continuing organization in Paris. 

The payments proposals which the Marshall nations are studying are of 
two contrasting types. The first would reinforce the existing machinery for 
intra-European payments by providing the existing clearing mechanism with 
a dollar reserve. In devising and submitting variations on this theme, the 
Belgian delegates, in particular, have shown much ingenuity and fertility of 
ideas. The alternative group of proposals seeks to introduce into the European 
payments machinery those qualities of elasticity and expansion which in the 
past have been most strikingly shown by the sterling area system. At the 
cost of some ovet simplification of the issues involved, it might be said that 
Europe is now being faced with a choice of returning to a gold (or dollar) 
standard or of entering into an extended sterling area. 

The Belgian proposals have been under discussion for many months past. 
They began to appear last autumn, soon after the suspension of convertibility 
of sterling. This development at one blow rendered it impossible for Belgium 
to meet her deficit with the Western Hemisphere in the manner in which she 
had for some months been meeting it—by converting into dollars the sterling 
she was receiving in payment for her surplus with other European countries, 
For a time she continued to finance this surplus by accu mulating inconvertible 
claims against the debtor countries. The chain of payments agreements 
negotiated by Belgium provides for possible extension of overdrafts to other 
countries amounting altogether to 15 billion Belgian francs. In the past 
twelve months alone no less than 13 billion Belgian francs have been lent by 
Belgium to other countries under these agreements. This is a high figure ; if 
appropriate adjustments are made for differences in the national incomes of 
Belgium and the United States, it may be regarded as approximately com- 
parable with the first year’s allocation of Marshall aid. The extension of 
external credit on such a scale has fed an already dangerous inflationary 
potential in Belgium and has necessarily aggravated her basic problem, that 
of covering her deficit with the Western Hemisphere. 

The Belgian suggestions for loosening the deadlock in the machinery of 
European payments “have therefore focused upon the idea of introducing into 
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the clearing mechanism a fund of dollars which would enable her to convert 
her claims into the currency she (and everybody else) needs. These various 
solutions have recently been described by the author of most of them, M. Hubert 
Ansiaux, a director of the National Bank of Bel gium, and chairman of the 
Committee of Financial Experts which has been ‘considering the problem of 
European debts as part of the European Recovery Programme. He has 
suggested four alternative methods of introducing dollars into European 
circulation. The first would be a readier use, for their own mutual payments, 
of the dollars still held by European countries. The Belgians, and indeed all 
the European countries, have, for example, advocated that Great Britain 
should dip into her remaining dollar reserves in order to finance her deficits 
with Europe, in preference to making dollars available to other sterling area 
countries. As, however, the remaining dollar reserves in Europe are too small 
to be put into circulation, the Belgians have gone on to suggest that the dollars 
for this purpose should be provided by the United States—by a direct grant 
of Marshall funds, by substantial “‘ off-shore ” Marshall purchases in Europe an 
countries, or, lastly, by inviting the International Monetary Fund to provide 
dollars in exchange for the local currency balances left uncleared after the 
compensation of intra-European trade. 

Of all these possibilities, only the last has any real chance of being put into 
effect on an adequate scale. The first year’s Marshall aid appropriation has 
carefully refrained from making dollars avail: able for any such purpose as the 
facilitation of European payments and trade. The scope for “ off-shore” pur- 
chases in Europe must be extremely small, because that appropriation will 
not suffice to meet Europe’s prospective deficit with the Western Hemisphere 
alone. The approach to the I.M.F., however, is apparently awakening some 
sympathetic echoes, despite the recent pronouncement from that institution 
that it would not sell dollars to participants in the European Recovery Pro- 
gramme but would prefer to keep its dollar resources intact for a period when 
the urgent needs of Europe would no longer be satisfied by Marshall aid. 

The British attitude towards these schemes has been sympathetic to their 
wider objective, but touched with some scepticism, and also with some more 
fundamental disagreement, about their practical application. On the question 
of principle it has been argued from London that, given the prevailing chronic 
shortage of dollars, the introduction of a dollar reserve into the European 
clearing scheme would make for contraction and not expansion of intra- 
European trade. In the prevailing dollar famine every member of the European 
clearing would. strive to acquire the dollars in the reserve and, in the first 
place, would do so not by the most desirable means, namely, that of expanding 
its exports to others, but by the easier method of cutting its imports. 

The British view has been to put less emphasis on introducing a gold or 
dollar element into the clearing, but to induce European countries to allow 
somewhat greater elasticity in their mutual overdraft arrangements and to 
provide a constant incentive towards the elimination of deficits on balances 

of payments. These incentives would be weakened if the creditors had a 
virtually automatic right to convert their claims on others into dollars or gold, 
The first and most fundamental point to bear in mind in meeting the problem 
of intra-European payments is that the present difficulties reflect a disequili- 
brium which should be tackled at the roots; the over-extensions and exhaus- 
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tion of intra-European credits are mere symptoms, not -basic causes. In the 
sphere of financial policy, priority should be given to such fundamental prob- 
lems as stabilizing currencies, balancing budgets and establishing realistic rates 

of exchange. Even more fundamental ; is the need for adjustment i in the struc- 
ture of European industry and trade. Financial measures, such as recourse 
to sound budgetary policies, will ease the balance of payments difficulties only 
in proportion as they bring about the radical changes which are needed in the 
underlying industrial structures. 

These, however, are long-term objectives. Emphasis upon them cannot 
be allowed to veil the fact that some short-term measures must be taken in 
order to overcome a paralysis of trade and payments, for that is now affecting 
trade in essentials as well as in inessentials. In meeting this immediate problem 
it would, therefore, be well to consider first the practical issue of trade in 
essentials and non-essentials and try to discuss it independently of financial 
or payments considerations. The official British view is that it would be wise 
to accept the suggestion that no export of absolutely essential articles from 
one Marshall country to another should be impeded by payments difficulties. 
It should not be difficult for the O.E.E.C. in Paris to pass judgment on what 
is and what is not essential in this context, to make the necessary suggestion 
to the potential exporter, and to induce him to make the sale, even on addi- 
tional credit terms. Secondly, there should not, in the British view, be any 
difficulty in getting adherence to the general principle that no Marshall country 
which is a large creditor of another should refuse to buy goods which that 
other country is prepared to export to it, even if those goods are in the in- 
essential class. Again, the O.E.E.C. should have no great difficulty in passing 
verdict on the eligibility of such transactions in non-essential goods, taking 
into consideration prices and all other relevant factors. 

It is only after these general principles—and especially the first—have been 
laid down and accepted that the question of payments should be considered. 
The import of inessentials would ex hypothest reduce accumulated clearing 
balances and would thus tend to unfreeze the machinery. The continued export 
of essentials, on the other hand, will call for an extension of existing credit 
facilities. The form in which those credits are given, the guarantees that will 
go with them, are all matters that will have to receive the most careful 
consideration. 

It is at this point that the possibility of introducing sterling into the 
European clearing machinery may emerge. There is no doubt that at this 
moment sterling, even in its highly questionable post-convertibility state of 
health, is still the currency principally in use in the financing of European 
trade. It forms the basis of all payments agreements negotiated by Britain. 
It is therefore the currency in which the trade with each Marshall country, 
not only of Britain but of the whole sterling area, is conducted. In addition, 
there is still a good deal of transferability of sterling between European 
countries and betw een them and other non-sterling countries. The automatic 
transferability which was put into operation as one of the means of preparing 
for the dollar convertibility of sterling last year is no longer so extensive as it 
was. But much of it still remains. And even where transferability is no longer 
automatic, substantial relics of it are to be seen in the system of permitting 
third party payments after administrative action and authorization in each 
specific case. 
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The other agreements on the basis of which European trade is financed are 
mostly reciprocal undertakings by pairs of European countries to hold each 
other’s currencies up to a certain limit and thereafter to have the right to 
demand payment in gold or dollars. These monetary and payments agreements 
involve certain exchange risks. They fail to provide a single and ultimate 
medium of exchange other than the gold or dollars into which any excess 
holdings of currencies are convertible. But as neither the gold nor the dollars 
are available in adequate volume for this purpose, neither can at present be 
regarded as the medium through which any appreciable proportion of European 
trade is financed. 

An increased use of sterling in the financing of European trade could be 
justified on many counts. The first is the negative one, that there is not any 
really effective alternative. Gold reserves are exhausted. Dollars are too 
scarce to form the basis of a multilateral clearing system. Sterling, by con- 
trast, may be in too abundant supply to fulfil the réle effectively. That 
pide ss, however, is rapidly disappearing. An abundance of sterling—and 
its resultant “‘ softness ’’ in the hands of the holder—is now to be found only 
in comparatively few pockets. The Belgian hoidings are the most prolific, and 
there are surpluses also in Italy and Portugal. But elsewhere in Europe 
sterling accumulations have ceased; in many cases sterling is becoming a 
decidedly scarce currency. In other words, conditions are beginning to emerge 
in which the supply of sterling to European countries would be just about 
adequate to make it provide the basis of a European compensation scheme. 
Such use of sterling would undoubtedly involve certain risks for Britain. It 
would call for a reversal of the retreat from automatic transferability of 
sterling between non-sterling countries. It would demand special supervision 
of all operations that might lead to accumulations of sterling in the hands of 
countries like Belgium which are at or near the “ gold point ”’ fixed in the 
payments agreements. 

Another argument in favour of the use of sterling in this manner is that the 
payments and commercial agreements based on it have behind them a tradition 
of the virtues of expansionism. It is a long tradition of which perhaps the 
most striking illustration is to be found in the ‘early 1930's, when the conception 
of the sterling area first began to crystallize. The sterling area gained many 
adherents in that period because it provided a refuge from the deflationary 
blows and the general tendency towards restriction which continued for some 
years to affect those countries which preferred to adhere to the gold bloc. 
Britain maintained its national income and its overseas purchases far better 
than the United States did, and this maintenance of British trade attracted 
to the sterling fold many European, South American and Asiatic countries 
which could claim none of the political ties with Britain that attracted and 
held the Commonwealth members of the sterling area. This tradition of 
expansionism within the group in which sterling is widely used continues. It 
is remarkable to note that in the first four months of 1948 Britain’s trade with 
the other sixteen Marshall countries exceeded by 44 per cent. the comparable 
trade which took place in the first four months of 1947. This is in happy 
contrast to the contraction in other European countries’ trade, in particular 
that of Belgium, Italy and France (after adjusting the values for the currency 
depreciations of the last two). British experience, therefore, does not confirm 
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the experience of a general contraction of intra-European trade due to freezing 
of the European payments machinery. Sterling, on the basis of its achieve- 
ments in expanding British trade with Europe, should therefore have a real 
contribution to make to the financing of trade over a still wider sphere. 

Can sterling step into this breach ? Has it the moral status and technical 
strength to accomplish this task ? The machinery certainly exists. To put 
it into operation, all that is needed is a liberalization of the rules governing 
its transfer for current transactions between European countries and, in par- 
ticular, to restore automatic transferability. The technical strength of sterling 
is more uncertain. There is no doubt that, on a short view, the position of 
sterling is very strong. Almost the whole of the non-sterling world is at 
present a “ bear ”’ of sterling. Working balances are deliberately confined to 
aminimum. Sterling debts are kept outstanding as long as possible. Sterling 
income, however, is converted or otherwise used as soon as possible. This 
attitude is based on the quite understandable view that in terms of gold 
and dollars the value of sterling, if it moves, can move only in one direction. 
The “ bears ” have nothing to fear by keeping their positions open as long as 
possible. At worst, for them, the rate stays where it is. At best they make a 
substantial profit on a dev aluation of sterling. 

[t is not, however, on the short-term consideration of the position of sterling 
that an answer can be given to the question of its capacity to fill the rdéle of 
basic unit of account and means of ultimate payment in intra-European 
ransactions. If sterling is to fulfil that rédle, as it did in the past, it must be 
on the basis of a solvent Britain. Solvency is the first attribute required of 
the banker. On this score it is indeed possible to harbour doubts about the 
immediate capacity of sterling to tackle this task. But there has been some 
progress towards that objective, even though it has been slower than the 
programme contemplated. The new budgetary and financial orthodoxy of 
the British Government, as a later article shows, may be under pressure from 
within, but it would be unfair to assume yet that the outcome of that clash 
will reverse the trend. If the Government holds to the fundamentals of its 
policy, the achievements of the last few months should be rapidly consolidated. 
They have already made an impression abroad, as the trend of the black 
markets of Europe shows; there, the price of sterling notes has been rising 
significantly. The Government’s wage and price policy is equally under 
pressure ; but in the past few months it has obtained results far more impressive 
than those achieved in similar spheres by other countries, notably the United 
States. 

In other words, the underlying factors in the position of sterling are very 
slowly improving. The overall balance of payments is still the weakest point 
in the situation. But in the particular context of sterling as a European 
currency, the position is far from weak. During the first four months of this 
year Britain’s visible trade with the other fifteen ‘‘ Marshall’’ countries 
showed a surplus of some {9 millions; and an appreciably larger figure than 
this would be shown if the trade of the whole sterling area with these fifteen 
countries were included. In short, conditions are once more emerging in which 
sterling could resume its traditional and only partly interrupted role in 
financing intra-European trade. 
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Retreat from Austerity ? 


NEW shadow has crept across the home economic front in recent weeks. 
At is not the shadow of impending slump which so many people—indus- 

trialists and trade unionists alike—are beginning to fear. It comes from 
the risk that the Government will be so impressed by other people’s fears as 
to behave as if a slump were indeed impending. There is a danger of its being 
stampeded into a retreat from the only measures by which its programme for 
meeting the crisis could be carried through. 

In the whole tragic sequence of Britain’s economic troubles since the war, 
the one really reassuring development was the way in which the courage and 
objectivity of Sir Stafford Cripps succeeded in matching budgetary policy to 
the programme of rehabilitation by specific planning. Last autumn, when the 
extremity of Britain’s need was recognized at last, the re-shaping of the 
specific plans proceeded fast. The resultant blueprint, with its import cuts, 
its diversions of supplies for export, its pruning of capital projects, its renewed 
drive for recruitment and bigger output in key industries, made a rational 
pattern. It was not an ideal plan, for too much of the necessary retrenchment 
had been concentrated upon the vital programme for re-equipment of industry 
and, on the external side, emphasis upon the critical dollar problem had too 
heavily overshadowed the problem of the external deficit as a whole. But it 
was a logical and coherent plan ; probably an adequate plan. There was only 
one thing wrong with it—the certainty that it could never be put into effect 
by the only means the Government then chose to employ. 

The crux of the scheme was and is a general relaxation of the pressure of 
excessive demand ; and, more specifically, the switching of labour from the 
least urgent to the most urgent tasks. In the most critical cases, this concen- 
tration of effort can be achieved only by the disrupting, difficult and even 
painful process of physical movement of workers from factory to factory and 
industry to industry. Only thus can the three crucial industries—coal, textiles 
and agriculture—secure the additional labour which is indispensable if they 
are to reach the minimum targets on which all else depends. In other cases 
the necessary concentration may be attainable by the less disturbing process 
of merely switching the output of particular factories or industries from the 
home market to the export market. But if these industries—which, necessarily, 
are those producing goods of a kind which can and must be spared from the 
home supply—cannot sufficiently expand their exports, they must resign 
themselves to a smaller output and must release their then redundant labour 
for industries more adaptable or more important in the present austere scale 
of priorities. 

These indispensable processes could not be ensured by the methods of 1947. 
Exhortation was hopelessly ineffective. Direction of labour, on any sufficient 
scale, was ruled out on wide political grounds and would, in any case, have 
been administratively impractical as a general instrument. Experience had 
shown that, except over a narrow range, physical controls and planning could 
not cope even with the relatively simple problem of ensuring that domestic 
supplies were released for export. And they were utterly powerless to relieve 
the general pressures of excess demand, which were impeding vital activity at 
a myriad points and in countless ways. 
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In these circumstances, however logical its planners’ blueprints, the Govern- 
ment had not in fact any workable policy. It might have made a little headway 
by the methods of 1947, but never sufficient headway. Sir Stafford Cripps 
saw the inexorable logic of the case for enlisting the aid of budgetary and 
financial instruments. There was no other way of bridging the gulf between 
blueprints and performance, no other way by which the programme : for recovery 
might be carried through. If specific controls, rationing and licensing could 
not sufficiently force people out of less essential work into essential work, 
there was no means of doing so except by the classical method of so reducing 
public spending power that the public was forced to cut down its demand for 
the least essential goods. The resultant displacement of workers from the less 
essential industries was not, of course, an end in itself, but merely the inescap- 
able pre-requisite of increased employment and output elsewhere. The interim 

objective, necessarily, was a swelling of the pool of persons unemployed. But 
once the unemployment began to show itself, the Government had to hope 
that the good sense of the displaced workers, stimulated by its own exhortations 
and aided by its specific planning—through the labour exchanges on the one 
hand and, on the other, by such schemes as provision of housing in the labour- 
starved areas—would carry the workers quickly into essential work. 

These were the essential foundations of the Cripps policy, as it emerged 
after the Budget. By budgeting for a large surplus, carefully calculated, 
according to the best available estimates, to ensure that the public would not 
be able to spend an excessive part of its income on non-essentials, the Chancellor 
was deliberately setting in motion the first half of the process of enforced 
transfers of labour. For the first time since the crisis programme took shape, 
the Government had a comprehensive policy for putting it into effect. Sir 
Stafford Cripps, it seemed, had won a notable victory, by persuading his 
colleagues to endorse measures which must have been unpalatable to all and, 
to some of them, may even have looked like an abdication from the principles 
of Socialist planning. Obviously, Sir Stafiord had no such abdication in mind. 
To him the decision was inevitable, and therefore non-political. But he must 
have been well aware of its profound political implications : a Government 
depending upon the trade unions cannot lightly embark upon a policy that 
seeks, in the first instance, to create unemployment, however good its intentions. 

Now this hard-won policy is in jeopardy. Other policies have collapsed 
because they were unsound or impracticable. But this one is being assailed 
precisely because it is beginning to work. The official figures, it is true, do not 
yet show any increase in  unemploy ment ; the return for May actually showed 
a small decline from the April total, which was still around the 300,000 level 
reached by the end of 1947. But the general relaxation of demand, which is 
or may be the prelude to rising unemployment, is a matter of everyday experi- 
ence. Stocks of luxury and non-essential goods, and of some essential cate- 
gories, too, are piling up ; many things that were virtually unobtainable a few 
weeks ago are now “ on offer ”’ in retail advertisements. The market for houses, 
though not yet falling, has become almost sluggish, and buyers can avoid the 
embarrassment of having to take an instantaneous decision. Prices of hotel 
properties, in which there has been a large turnover since the war, have fallen 
heavily from last year’s peaks, especially in the coastal resorts. In many 
trades, the sellers’ market at home has definitely ended. As the buying pressure 
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has relaxed, signs of over-production have begun to appear—not only in radio, 
but also among firms in the light metal and engineering industries which in 
1945 and 1946 chose the easiest route to reconversion from war-time munitions 
production, mainly under sub-contract. Retailers in many trades, hoteliers, 
restauraieurs, publicans, builders all have the same complaint and the same 
explanation—“ there is not so much money about ”’ or “ the public is short of 
money ”’. 

This very phrase, one might have hoped, would have given pause to some, 
at least, of the Government’s critics. The Cripps’ policy is now being assailed 
just as noisily from propagandists on the Right as on the Left. And some of 
the former were active, until only a few weeks ago, in the campaign against 
the excess of “‘ money’”’. There is no such excuse for them as there is for the 
protesting Labour back-benchers, who judge the problem solely by employ- 
ment in their constituencies and have not the knowledge or clear-headedness of 
a Sir Stafford Cripps to prove to themselves that their judgment is short- 
sighted. Hence critics on the Right join with those on the Left in demanding 
a reversal of the anti-inflationary policy, even going to the length of appealing 
for an autumn budget to undo the measures of last April. 

The pressure upon the Government, already substantial, is likely to grow. 
Unhappily, it has gathered strength from the concessions already made. The 
Government’s retreat on a number of specific issues—notably in the matter of 
the clothing coupons, utility furniture rationing, and purchase tax—has given 
the impression that it is bound to give way on the main issue if only the 
pressure is continued. It is greatly to be hoped that this deduction is false. The 
specific concessions, dangerous though they were in principle, may not in fact 
do much harm. Nobody supposes, for example, that the restoration of the 
pre-April tax rates will solve the problem of the radio industry. If the con- 
cession enables existing stocks to be reduced but does not permit manufacturers 
to step up output, the result on balance may even be beneficial. It is possible 
that the Government has been guided throughout by some such considerations 
as these, and is not already weakening on the austerity policy as a whole. 
Unfortunately, there is some reason to fear a more deep-seated disintegration. 
The Cripps’ policy seems to have been under fire in the Cabinet, and some even 
wondered whether the Chancellor himself was beginning to waver. The tone of 
his apologia for the depressing trade figures for April was not in character. 
And the climb-down in the purchase tax debate, had it been dictated purely 
by the specific circumstances of particular cases, ought surely to have been 
accompanied by a categorical reaffirmation of the basic principles of policy. In 
default of this, the suspicion that the Chancellor was weakening was inevitable.* 
In any case, much psychological damage has been done. The radio concession, 
following so soon after the clothing fiasco, has given business men the impres- 
sion that if they get into difficulties and cry out sufficiently, the Government 
will quickly alter its policies for fear of criticism as well as of unemployment. 
The anti-inflationary policy will scarcely survive further retreats of this kind. 

Yet the case for its modification is utterly unconvincing if viewed objec- 
tively. Two counter-arguments alone are sufficient to demolish it. First, the 








* The overdue reaflirmation was duly made—in a firm speech by the Chancellor on the Third 
Reading of the Finance Bill—just as this issue of THE BANKER went to press. But the psycho- 
logical value of this was somewhat diminished by the virtually simultaneous announcement of 
the relaxation of the restrictions on building repairs and housing.—Eb. 
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RETREAT FROM AUSTERITY ? 





need for the speediest possible attainment of the production and export targets 
is even greater than it seemed a few months ago. The continued worsening 
of the terms of trade makes it certain that the total external deficit this year, 
though smaller than that for 1947, will be far larger than the Government 
planned. Further import cuts may be needed in the autumn, and it will be 
hard to make economies without menacing essential production. Moreover, 
the difficulties over the first appropriations for Marshall aid are a warning 
that the second year’s instalment will be far from automatic. What will 
America’s attitude be next year if Britain has once again fallen far short of her 
targets and yet has abandoned the only policies which offered any chance that 
they might be attained ? 

Secondly, is there any prospect that sufficient slack would arise in the 
economy without the budgetary pressures ? Admittedly, only part—and per- 
haps not the greater part—oi the deflationary forces already visible can be 
directly due to the budget. But is the slack, however caused, sufficient ? The 
official man-power figures show plainly that it is not. Recruitment to the 
essential industries lags far behind schedule. If the Government stands by its 
policy, more slack will certainly be created in the non-essential trades. But 
as the pressure of demand relaxes, so should recruitment to the key industries 
improve. At present, we are witnessing the interim phase of the policy. If 
unemployment rises but essential recruitment rises also, it will mean that the 
second phase has begun. And while that process continues, there can be no 
justification for launching any general measures designed to take up the slack. 

Nor, so long as recruitment to these industries is below schedule, will there 
be any danger that the recession may degenerate into a cumulative slump— 
no danger, that is to say, except the persistent danger, which remains so long 
as the targets are not attained, that breakdown may be caused by dior 
shortage of key materials. It is precisely this ultimate calamity which the 
Cripps’ policy is designed to avoid. Those who believe they are championi ling 
the workers’ interests by appealing for “ reflation ” should read again the 
“Economic Survey ”’, with its grim warning of “ wholesale ’’ unemployment. 
Even with Marshall aid, the risk of that can be averted only if labour now 
moves more quickly into the key industries. In the process, some transitional 
unemployment is inevitable. The irresponsible critics, both on the Right and 
the Left, who take fright at that immediate prospect should think well before 
they return to the attack. If they get their way now, and a collapse ensues 
next year, they will bear a terrible responsibility to the workers of Britain. 

This is no moment, then, to take chances with the anti-inflationary policy. 
Suppose, however, that the critics were to be right in one sense—that the 
Cripps’ measures prove in a few months’ time to have been more severe than 
was needed, that unemployment continues to rise despite the attainment of 
the targets for the essential industries. What then? Would there be a 
cumulative depression ? Surely not. This recession we are now experiencing 
is occurring after, and partly because, all postponable capital works have been 
stopped—including most of the vital re-equipment of British industry. If and 
when there is need to take up excessive slack it can surely be done by lifting 
the controls on these outlays. That is the only kind of “ reflation”’ Britain 
is likely to need, or will be able to afford, for the duration of the Marshall 
Plan. But the time for it is not yet. 
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South Africa Now 
By Alexander Campbell 


JOHANNESBURG, June 12 
EFORE this article appears in print it is possible that the new Nationalist 
Government in South Africa will have reimposed import controls, directed 
specifically against imports from the dollar area, and will also have placed 


additional restrictions on “ hot ’” money from Britain.* If the latter course is | 
followed, ‘‘ hot ’’ money will probably be defined as funds belonging to non- | 
residents which lie idle on deposit in South African banks. Such funds may 


be forcibly repatriated if not invested in the Union within a specified period 
of time. The urgent examination of such possibilities is the outcome of the 
dramatic transformation which has occurred in South Africa’s financial position 
in the past two years. One obvious symptom of this transformation—though 
one which understates its extent—is that the Reserve Bank’s ratio of gold to 
liabilities has fallen to 36.4 per cent. or only 6.4 per cent. above the statutory 
minimum, whereas in mid-1946 the ratio was as high as 87 per cent. What has 
brought about the deterioration and what measures are possible to arrest it? 

The process and its implications were for long disguised from all save the 
closest observers by two not unrelated factors: the discovery, or rather con- 
firmation of the suspected existence, of very large gold deposits in the Free 
State, and a large influx of capital from Britain. But quite recently it has 
rather disconcertingly been suggested that in the short run and in relation to 
the country’s balance of payments, the Free State goldfield may be a liability 
rather than an asset ; and that at least part of the so-called capital influx falls 
into the same category. 

Certainly the basic facts seem inescapable. Despite the huge inflow of 
overseas funds, the gold reserve has fallen from £257 millions in 1946 to 
around £95 millions. Roughly half this decline was, of course, attributable to 
the {80 millions gold loan transferred to Britain in February, reducing the 
holding to about {112 millions. But fully £12 millions of the subsequent fall 
have occurred since the beginning of May. Meanwhile, the Union’s sterling 
holdings have risen to over £81 millions, compared with £52 millions at the, 
end of January and a mere {20 millions in the middle of 1947 ; but it is perhaps 
noteworthy that in the first week after the election the expansion virtually 
ceased. 

On the subject of sterling holdings, the former Minister of Finance, Mr. 
F. C. Sturrock, told Parliament that if bank deposits rose above a certain 
dangerous level, the monetary authorities would not hesitate to block o 
repatriate overseas funds held here on deposit and not seeking investment. 
On the question of imports, he said that restrictions on bank credit for financing 
them were part of a general policy to discourage the import of consumer goods, 
because the country was overspending abroad. Any move in that direction 


* Since this article was written, the South African authorities—as a Note on page 3 explains 
—have revised their regulations governing reinvestment of funds belonging to non-residents of 
the sterling area; these changes, therefore, do not affect U.K. funds.—Eb. 
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by the new Nationalist Government would therefore merely be in line with its 
predecessor’s declared policy. 

Mr. R. K. Fraay, a prominent South African financier, said that in view 
of diminishing gold production and gold reserves, strict control of dollar 
imports was imperative to avoid serious financial difficulties. As for the 
“great influx”’ of capital from Britain, the resulting increase in sterling 
balances held in London was practically useless unless Britain could supply 
sufficient capital goods to keep the accumulation of funds in London within 


reasonable limits, ‘‘ which is not the position at the moment ’”’. He described 
the situation as ‘“‘ extremely critical ’’ and “almost beyond control”’, and 
called for “strong measures’’. Mr. Fraay was quite aware of. the Union’s 


need of genuine capital imports—he has long stressed the magnitude of the 
country’s capital requirements from abroad—but he pointed out that while 
the accumulation of unspent sterling was adding to the strain of the country’s 
diminishing gold reserve (by enlarging the domestic banking liabilities for 
which reserve backing is required), gold also had to be exported to the United 
States to pay for the capital goods which South Africa had to buy there and 
which Britain apparently could not supply, either in sufficient volume or at 
competitive prices. 

In 1946 the Union’s trade deficit with the United States (excluding ship- 
ments of gold) was £19,375,000. Last year the deficit increased to £75,625,000. 
This year it is expected to be even greater. One estimate from a reliable 
source states that three months’ gold production is being absorbed almost 
every two months. If this is correct, it means that the outflow of gold in 
excess of the amount newly mined is at the rate of £3 millions a month, or 
£36 millions a year. This plainly cannot continue for long. Nor is the deficit 
in the least likely to be covered by an expansion of other exports. Last year, 
apart from gold, the Union exported about £28 millions of goods to the United 
States. 

Agricultural exports are unlikely to expand to any considerable degree, if 
only because the Union’s domestic needs have grown greatly since the war. 
As for industry, even Dr. H. J. van Eck, chairman of the Industrial Develop- 
ment Corporation and probably the foremost sponsor of industrial expansion, 
concedes that South Africa cannot become a really great exporting nation in 
the near future—though he attaches some importance to chrome and coal. 
It is well known that, in relation to the balance of payments position, the 
tremendous growth of secondary industry in recent years has merely meant 
that industry’s need of imported raw materials and of machinery and plant 
has kept pace with this growth and that these imports are largely paid for by 
gold exports. What is disconcerting is that in the last year there has not only 
been a rapid rise in buying from the dollar area, but that there has simul- 
taneously been a marked fall in exports other than gold to the United States. 
Should a Republican Congress show a greater disposition to increase tariffs 
than to abandon them, the outlook for South African exports other than gold 
—exports that bring in dollars—would become poorer still. 

Discussing the Free State goldfield’s prospects, Sir Ernest Oppenheimer 
said in June that the latest drilling results exceeded the “ most sanguine 
hopes ’’ previously entertained. He urged the speediest possible development 
of the new field, in the national interest. Obviously, one way out of the 
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Union’s import-export difficulties would be to increase the output of gold. 
Sir Ernest appeared to believe that the “ vast potentialities’ of the Free 
State field, and also of the new mines on the Far West Rand, could be realized 
in time to protect the Union’s economy against any serious setback. But it 
may appear on reflection that he was asking South Africa to raise itself by its 
own bootstraps, or at least to attempt to solve an immediate problem by 
methods which can only be long-term in their application and results. He 
summed up the immediate problem succinctly. ‘‘ Should a situation arise,” 
he said, “in which the Union’s export income, together with its foreign 
exchange resources from abroad in the form of capital, is insufficient to sustain 
the imports of raw materials and other goods on which its mining and industrial 
expansion and its present standard of living depend, then a serious economic 
setback will take place’’. But some may believe, on the basis of the figures 
already quoted, that this situation is already imminent ; and they may doubt 
if the development of the Free State is an immediate answer, which is what is 
required. 

Sir Ernest Oppenheimer did not deny that great technical difficulties 
existed in connection with the exploitation of the Free State field. This has 
always been known. The technical difficulties expected to be encountered, as 
the sinking of shafts proceeds, include higher temperatures than on the Rand, 
“ faulting ’’, and consequently higher working costs. He said he thought 
these would be more than compensated by the higher yields per ton which he 
anticipates. The earlier estimate was of a production of upwards of {£50 
millions of gold a year, from a field 26 miles long and seven miles wide. But 
the more recent favourable results, outside the original area, put the figure 
higher. This, however, is only to be achieved when the mines are fully working. 
The Free State is still a long way from producing any gold at all. Sir Ernest 
declared that “‘many years of anxious and arduous work lie ahead’”’. The 
Free State will not contribute to a solution of South Africa’s immediate 
problem—of which indeed it is a part. 

That problem is to pay for a volume of imports, including capital equipment 
for the development of the Free State, that appears to be beyond its present 
resources. Of course, the answer to the Free State part of the problem ought 
to be a capital influx accompanied by or realizing itself in imports of capital 
equipment. But, as Mr. Fraay pointed out, the country which is prepared to 
invest the money, Britain, is apparently unable to supply the goods. The 
result is the accumulation of sterling balances, while gold is flowing out to the 
United States to pay for the capital equipment. Britain, no doubt, could 
match the sterling balances with capital goods in time. But the sponsors of 
Free State development, including Sir Ernest Oppenheimer, want that develop- 
ment speeded up, not delayed. And other projects, in the field of secondary 
industry, for example, are apparently not waiting for Britain to be in a position 
to supply their requirements ; they are buying from the dollar area and so 
increasing the country’s external deficit. The problem obviously goes deeper 
than restraints on “ hot ”’ money, or curtailment of “ non-essential ’’ dollar 
imports like cosmetics and other luxury goods. 

Other remedies have been suggested in recent weeks. Dr. van Eck proposed 
that South Africa, while cutting down its imports of “ non-essentials ”’ from 
the United States, might also seek a dollar loan to finance the purchases of 
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urgently needed capital equipment. But a factor mitigating against this is 
the already expressed disinclination of the United States to promote an 
expansion of gold production in any country, at a time when it is beginning to 
think it has “‘ more than enough”’ gold already. Gold, in fact, falls into a 
special category, at least so far as the United States Treasury is concerned. 
Once it is mined, there is only one purchaser for it, the United States Treasury. 
Americans in the past have not seemed worried by the longstanding paradox 
—that South Africans dig up the gold, and then Americans bury it again in 
Kentucky ; but it is a paradox which is causing a good deal of concern now. 
The United States objected to the Canadian subsidy to gold producers, on 
rather similar grounds. America, it seems, is prepared to stick to her bargain 
to exchange dollars and dollar goods for gold, but views with alarm any move 
on the part of gold producers to increase their output, especially by “ artificial ”’ 
means, such as subsidies ; would a dollar loan as proposed by Dr. van Eck 
be similarly viewed ? One of the American editors who recently visited the 
Union described the Free State field as “‘ good news for South Africans, bad 
news for American taxpayers ” 

Dr. W. J. Busschau, a South African economist who is also economic 
consultant to and a director of a large gold mining company, recently expressed 
doubts whether private American investors could replace British investors as 
chief suppliers of capital to gold mining enterprises in the Union. He pointed 
out that the South African capital market was linked by historical ties to 
London, and that close contacts had been built up over a long period of years. 
His view was that American investors could not step into the shoes of their 
British counterparts at a moment’s notice ; the necessary degree of association 
was intricate and a thing of growth. American investors presumably would 
not share the American Treasury’s apparent dislike of increased gold production 
and would regard the whole project in the light of a business investment, 
thinking of themselves primarily as suppliers of capital who expected a good 
return on their money, rather than as American taxpayers who, ultimately, 
would have to foot their share of the bill. But the considerations outlined by 
Dr. Busschau have to be taken into account. 

Dr. Busschau also discussed the possibility of devaluation, which has been 
rather eagerly canvassed in the Union. He thought that Britain might soon 
be forced to devalue sterling and, if so, South Africa would be well advised to 
keep in step. But he held out little hope of a general devaluation of currencies 
and a consequentially higher world price for gold. What he did say was that, 
for their proper opening up, the Free State mines would require about {100 
millions of capital, of which it seemed that only a little more than £20 millions 
had so far been raised. If to this were added the further needs of the West 
Rand, ancillary Government development in railways, other capital works 
and the needs of secondary industry, a formidable total was reached which 
must result in a large unfavourable balance of payments. Seen from this 
point of view, the Union’s present unfavourable balance of payments is by 
no means an unhealthy sign. All developing countries have one. The real 
problem for South Africa seems to be that most of the incoming capital is 
derived from one source—and not all of it is really intended for genuine invest- 
ment—while a large part of the “ real’ imports are at present coming from 
a different source with which the Union accordingly has a growing deficit. 

, D1 
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If all other solutions are discarded, as insufficient or not applicable in the 
short run which counts, the question arises whether the gold output of the 
existing mines, on the Rand, can be increased to any appreciable extent. The 
task would in any circumstances be a formidable one, for the Rand mines 
would in fact be being called on to pay not only for their own and secondary 
industry’s imports, but also for a large quantity of consumer goods, and for 
capital equipment for the Free State, insofar as these came from the dollar 
area and so required gold shipments for their purchase. But the circumstances 
are far from propitious. The Rand’s gold output fell again in May. Although 
29 of the 45 companies listed increased their output, this was more than 
ofiset by a reduction in that of the miscellaneous mines. It is obvious enough 
that present output is not compatible with long continued maintenance of 
the present volume and value of imports. 

But the trouble goes much deeper than that. A gradual, progressive 
decline in gold output has gone hand in hand with an almost equivalent rise 
in the mines’ working costs. The consequences are startling enough. Since 
the peak year of 1941, working profits have been more than halved. The 
State’s revenue from gold mining has fallen from over £27 millions to under 
£6} millions. Dividends have dropped in total from nearly £19 millions to 
less than {11} millions. Out of forty-three mines, ten are to-day making 
profits of less than two shillings per ton; and seven of those ten are paying 
no dividends. At the same time, the powerful European unions representing 
gold mining workers have put forward claims for higher wages, shorter hours, 
and improved working conditions, all of which, if granted, must, of course, 
raise working costs still further. Following a meeting with the workers’ repre- 
sentatives, the late Mr. F. A. Unger, in his last presidential address to the 
Transvaal Chamber of Mines, in March, said that the trade union representatives 
‘ discussed the subject freely and frankly with us, but in our view the problem 
is insoluble except at the expense of the nation’”’. The Smuts Government, 
just before it went out of power, proposed to set up a fact-finding commission, 
but prior to that General Smuts declared that in his opinion some of the men’s 
claims were just and would have to be met. The new Nationalist Government, 
at the time of writing, had not indicated what course it meant to pursue in 
regard to the Rand mines’ difficulties. 

Remission of taxation would not greatly help the low grade mines, which 
are the ones that are in danger ; for their profits have become non-existent or 
negligible. A great deal of valuable ore still awaits exploitation on the Rand, 
but the problem is how to unlock it. A long-term solution would be a reduction 
of the cost structure by relaxation of the colour bar, but this is more than ever 
unlikely for political reasons. Some steps will no doubt be taken by the new 
Government, in its own and the national interest, since so much depends on 
the Rand mines; but probably the best that can be hoped for is to arrest 
the present decline in gold output, not to increase it substantially. 

The Union, therefore, is in a very curious position. It is potentially rich, 
but mainly in terms of a product of which the chief buyer seems to be becoming 
chary. It is accumulating sterling, but rapidly losing gold. It urgently requires 
large imports for its further development, but is being compelled to curtail 
imports, some of which may be at the expense of development if mere trimming 
of non-essentials does not suffice to reduce the existing deficit. 
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Monetary Systems of the Colonies 


Ignovance of the relationships of the colonial territories to the central mechanism of the sterling 


area has caused many misunderstandings in international negotiations since the war. This series 


of articles, by presenting the first authoritative and systematic account of the post-war structures 
: 7 t ° P : a nol 2 
and theiy antecedents, should help to dispel this source of friction. It has been prepared by an 


authority with extensive practical experience of the actual operation of colonial monetary systems.—Eb. 


By a Special Correspondent 


understood. Few of those who criticize it and hardly more of those who 

defend it know in any detail how this complex of inter-related monetary 
systems works. Hence many misunderstandings in discussions of the dollar 
balance, E.R.P. and connected matters. Apart from their topical interest, 
there is also a more fundamental theoretical interest, evidenced by several 
previous articles in THE BANKER, in the problems arising out of the operation 
of subsidiary or dependent monetary systems. The series of articles of which 
this is the first will try to assist further study of both practical and theoretical 
problems by giving an account of the basic facts of the various monetary 
systems operating in the colonial territories which form not only a large part 
of the sterling area, but also a part in which the characteristics of a dependent 
system can be studied in its simplest form. The territories mainly in mind 
are those now administered under the supervision of the Colonial Office, but 
some account has also to be taken of Ceylon, Palestine and Southern Rhodesia, 
which are, or have been, in a closely analog yous position. 

The detailed monetary history of these territories is very varied; but 
to-day the fundamental features of their monetary arrangements are almost 
identical ; and the outstanding characteristic in currency and banking systems 
alike is the subordination of the colonial systems to the larger system of the 
United Kingdom. They are branch or satellite systems of sterling whose 
major movements follow those of the United Kingdom as inevitably as the 
movements of the planets follow those of the sun. 

The essence of the typical colonial currency system is that the local medium 
of circulation (usually predominantly notes, but in parts of Africa still largely 
metallic coins) is interchangeable with sterling at a fixed rate quite automati- 
cally by an authority which has no discretion so far as the main fact of inter- 
change is concerned. The outward forms and legal status of the authority 
vary ; it may be a body of Currency Commissioners created by local statute 
for an individual territory ; a Currency Board acting for a group of territories 
and created by joint local legislation, as in Malaya; a Currency Board in 
London created by an executive act of the Colonial Secretary, as in West 
Africa or Palestine ; or a complex co-operation between the local banks and 
the Government resting partly on law and partly on custom, as in Hong Kong. 
But all these mechanisms achieve the same result ; they issue coin or notes 
locally on demand against deposits of sterling in London, they hold the sterling 
so received in cash or gilt-edged investments and they pay it out again on 
demand against coin or notes paid in. The terms on which they issue and 
redeem currency leave them a small “ turn”’ (the exact amount varies from 
one to another), but they have no discretion to change the rate of exchange. 


Tm sterling area is one of those things much more talked about than 
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Currency Boards do not, of course, handle small exchange transactions ; 
recourse to them is normally subject to a minimum amount and it is practically 


unknown for any person or organization other than a bank to deal with the | 
currency authority, but the rates at which that authority operates govern the | 


rates charged to the public by the banks. The net effect is to establish the 
firmest possible link between the local currency and sterling itself. 

It is convenient here to record that the system operated as described is 
normally a source of substantial income to the colonial Governments concerned. 
The income from the Currency Board’s “ commission’’ on the issue and 
redemption of currency and the larger income from interest on its invested 
reserves normally greatly exceeds the cost of manufacturing the currency and 
other incidental expenses, and the balance constitutes a profit which is trans- 


ferred periodically—either automatically under the law, or at the discretion | 


of the Board—to the revenues of the colony or colonies concerned. In West 
Africa, for instance, {1,550,000 was distributed in that way in the five years 
ending June 30, 1947. 

The other division of the monetary system is the banking mechanism. 
Here the position is essentially the same ; colonial banking, under whatever 


variety of form, is in substance subordinate to the United Kingdom monetary | 


already explained the only thing which can be directly converted into colonial } 


system. Colonial banking may be in the hands of branches of United Kingdom 
banks, such as Barclays (D.C. & O.), the Chartered Bank of India or the Bank 
of British West Africa ; or branches of Dominion banks, such as the Royal 
Bank of Canada or the Bank of New South Wales; or branches of foreign 
banks (American, French, Chinese, etc.) ; or of locally registered banks ranging 
from the little banks of Cyprus to the big Hong Kong and Shanghai Bank with 
its dozens of branches and world-wide connexions. Whatever the nationality 
or seat of control of these institutions, they are practically all, so far as they 
operate inthe colonies, tied firmly to the United Kingdom system by the fact that 
they keep their main reserves in sterling. Quite irrespective of any legal obliga- 
tions arising out of exchange control regulations and the obligation to surrender 
specified currencies, it is inevitable that that should be so. The obligation of 
any bank to its local depositors is to pay the local legal tender currency ; if 
it does not hold its reserves wholly in actual local cash, it must hold them in 
something immediately convertible into such cash; and under the system 


notes or coin is sterling in London. A colonial bank which holds, directly or 


through a London head office, Treasury bills or other short securities in London J 


can at any time secure cash on the spot by selling those securities, and paying 
the proceeds to the currency authority in question (direct if it is a London 
Board, otherwise through the Crown Agents for the Colonies). 

A very large proportion of colonial banks’ assets is therefore held in London. 
Especially during the war the opportunities of using funds in local advances 
were much reduced (owing to the replacement of merchants by Governments 
in much import and export trade and the decline in the volume of the former) 
and the vast bulk of the funds not employable locally went to London. 

These arrangements leave no room for “ currency management ”’ or for 
central banking as ordinarily understood. The Currency Boards, whatever 
difficult problems they have in the detailed management of their funds and in 
the discharge of their responsibilities to maintain adequate reserve stocks of 
notes and coin (a severe anxiety sometimes during the war) have no worries 
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about whether they can or should maintain a given rate of exchange. Their 
ability to do so is guaranteed by the holding of reserves which in nearly all 
cases exceed the total face value of all the currency issued ; and the question 
whether the rate should be maintained is outside their scope. Equally, nobody 
in a colony has the responsibility of determining a credit policy for the colony. 
Individual banks may, of course, have their own credit policies, may be more 
or less venturesome, but so far as there is a general credit policy it is that of 
the United Kingdom. In such matters thets is in effect no more room for a 
policy for an individual colony than there is for a policy for an English county. 
In each case the local demands for credit are met out of a larger r (for practical 
purposes an infinitely larger) pool. Local variations in the need for currency 
or bank money are absorbed by the larger pool almost unnoticed. The amount 
of such local currency or bank money in use is determined by many influences 
—the desire of local inhabitants to hold cash, the activity of trade, the willing- 
ness of outsiders to remit new funds for local investment, etc., but not by any 
conscious monetary decisions of any colonial authority. The specificially 
monetary influences to which the colonial economy is subject are solely those 
of United Kingdom policy. 

It follows, “of course, that colonial currencies have no independent inter- 
national status. Neither the Boards and Commissioners nor the colonial banks 
hold any independent reserves of foreign currency or gold; their access to 
such reserves is solely through their indirect participation in the general 
reserves of the sterling area. The Boards indeed never hold or even handle 
anything but sterling ; and for many of the banks any exchange transaction 
other than with sterling is exce ven where a true foreign exchange 
transaction is involved the foreign exchange part of it is effected in London. 
This is not universally true ; Hong Kong is a quite active market in foreign 
currencies ; but except in that very special case, no significant volume of 
foreign currencies is left in the hands of the local banks, w ho are under obliga- 
tion to surrender all such receipts to the central pool. The lack of international 
monetary independence is confirmed by the inclusion of the colonies with 
the United Kingdom as a single unit for the purposes of the I.M.F. 

All that has been written so far was substantially true before the institution 
of formal exchange control in 1939 and would remain substantially true if 
exchange control were removed in the sterling area to-morrow. But the 
existence of exchange control does, of course, emphasize the closeness of the 
relations between sterling and colonial currencies. It is inevitable, if automatic 
transferability between them is to be maintained, that the same controls over 
transfers outside the area should be maintained in all the territories. Accor- 
dingly, every colony has its replica of the United Kingdom Exchange Control. 
The local controls are legally and administratively independent ; but they are 
kept very fully informed of the regulations and practice of the United Kingdom 
and they follow them as closely as local circumstances permit. Naturally, not 
every regulation made here has to be duplicated in every colony, where many 
of the problems arising in London do not exist ; and frequently minor modifi- 
cations are needed, but in all matters of substance the practice of the local 
controls is, through exchange of information and frequent ad hoc consultation, 
kept very close to that of the United Kingdom in nearly all the territories 
under consideration. The only major exception is Hong Kong. 

What are the advantages and disadvantages of this system? The great 
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solid advantage is that it provides a stable and reliable currency linked by a 
smoothly working mechanism to the great world system of sterling. It gives 
each colony the “easiest possible access to an “ inexhaustible ”’ reservoir of 
additional money and credit. And it absolves colonial authorities from the 
difficult responsibility of monetary management. 

A number of criticisms have, however, been brought against the system. 
Some of these involve very intricate monetary theory and they are listed rather 
than discussed below. 

(a) It is alleged that the inhabitants of the colonies are put to large and 
improper costs by having to pay for any new currency they need by investing 
its face value in the United Kingdom. This is a fundamental misconception. In 
any national monetary system the public, as a whole, can acquire additional 
currency to hold only by surrendering part of their income to the State or 
other issuing authority. The issue is what the State should do with the income 


so surrendered. It can spend it at once, i.e. use it as the equivalent of a forced. | 
loan ; or invest it outside the system. Colonial Governments are fortunate in | 
being able to make such investments outside the local system, so increasing” 


their own revenues. If necessary, those additional revenues are available to 
meet interest on new capital raised by the Government. 

(b) The system is alleged to be deflationary. The truth is rather that under 
it Governments deny themselves the opportunity of a certain degree of inflation 
by refraining from the issue of unbacked currency. The merits of a perpetually 
inflationary tendency in the monetary system are less generally accepted 
to-day than perhaps they were a few years ago. Anyway, the local inflationary 
or deflationary tendency is of quite trivial importance compared with the 
trend of the whole sterling unit. 

(c) The system debars. a colony from pursuing an independent monetary 
policy. The policy which suits the industrial United Kingdom may not suit 
colonial primary producers. This is true enough in theory, but the advantages 
of independent variation of colonial exchange rates are probably very small 
in practice. For example, currency depreciation is commonly a remedy for a 
too “‘ sticky ’’ cost structure, but in the typical colony such costs as are fixed 


are mostly fixed in a non-colonial currency (external loan charges, etc.) and | 
local costs are much more easily adjusted than in more advanced countries. | 


The great advantages of stability of exchange are therefore obtainable with 
less sacrifice of other possible advantages. 

(d@) The system tends to delay the establishment of a local capital market. 
Again this is true, but easy access to the larger capital market of the United 
Kingdom is much more valuable in practice than access to a market dependent 


wholly on local funds, since the colonies as a whole are still dependent on | 


external capital. 

So much for the general picture. Subsequent articles will deal in turn with 
the detailed currency and banking arrangements and special features existing 
in West Africa, East Africa, Hong Kong, Malaya, the West Indies and the 
miscellany of smaller colonies scattered over the globe from the Falkland 
Islands to Fiji. They will seek to show how the essential common features of 
a dependent or subsidiary monetary system are retained in a wide variety of 
forms and circumstances arising from differences in historical background. 
They will seek also to give some indication of the quantitative significance of 
those systems and of the special monetary problems of the various regions. 
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Staffing the Clearing Banks 


I1I— Formulating a New Policy 
By a Third Banking Correspondent 


T ite pr is no doubt that the two preceding articles have served to bring 





the problems of the staffing policy to the notice of a large number of 

people who normally are little concerned with these matters. That 
thought and argument have been provoked among those most intimately 
concerned with these problems is all to the good. 

The importance of staffing policy cannot be over-stressed. It is not a matter 
for departmental decision on a short-term basis, but is one that demands 
urgent attention and decision at the highest level. The policy having been 
decided and laid down, planning should then be made by the senior executive 
concerned, and then finally the programme becomes a departmental matter. 
Certainly the future prosperity and possibly even the existence of the clearing 
banks under the ever-changing conditions are dependent upon the recruitment 
and maintenance of a properly balanced staff. 

Before deciding on a long-term policy (and any staffing policy in banking 
must of necessity be long-term), the objectives must be clear. Opinions as to 
the objectives may differ in detail, but there are certain fundamentals upon 
which there is general agreement. These fundamentals may be set out briefly 
as follows : 





To produce 

(2) A steady, even flow of men capable of occupying senior executive posi- 

tions on both the banking and administration sides of the industry. 

(6) A larger number of individuals capable of managing branches and 

departments of varying size and importance. 

(c) Supervisory staffs for such appointments as Inspectors, Controllers of 

Advances, etc. 
(d) A number of specialists, both in management and routine work, e.g. 
Executor and Trustee, Foreign business, Premises, etc. 
(ec) An adequate number of well-trained men and women for lower-grade 
supervisory work, e.g. Accountants, Chief Clerks, Chief Security 
Clerks, Trust Administrators, etc. 
(f) Well-trained clerical staff to carry on the day-to-day operations of the 
bank. 
(g) What may be termed the ancillary staffs, e.g. Messengers, Engineers, 
Storemen, Porters, etc. 
Can these basic requirements be ensured by existing staff policies? The 
earlier articles in this series have argued convincingly that they cannot ; and 
that is certainly the opinion of the present writer. 

Since three different writers have arrived at their conclusions quite indepen- 
dently and have reached a measure of general agreement on facts, it can be 
considered that in most clearing banks the present staffing situation is far 
from satisfactory and shows no signs of improvement under existing conditions, 
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and therefore, unless urgent steps are taken to formulate and implement a 
new policy within the next few years, the position will have deteriorated to 
such an extent that it may well have become positively dangerous. There is 
no reason to believe that any one bank is much, if any, better off than its 
neighbours in this respect, nor is there any evidence so far that any executive 
has formul: ited a long-term policy on new lines or found a solution to the 
recruiting problem. Therefore it seems that whether the banks like it or not, 
they will be force 4, if they are to cover their requirements, to examine the 
position most carefully and to take such ste ps as are possible to build up the 
staff structure for the future. It is likely that any new | olicy now formulated 
will have to hold good for many years, and will und yubtedly differ very con- 
cer from the policies operating during the past : 30 years. Thus, it is 
vital that the matter should be thoroughly examined an id approached with an 
open mind. 
ok 

It will be realized that space forbids a detailed examination of the factors 
which have brought the banks to their present stafiing position, nor can an 
exhaustive review of the present position be undertaken here. We must, 
however, touch upon these aspects in a general way. 

At the end of the 1914-18 war, in which the casualty figures were far higher 
than in the last war, most of the banks made up their deficiencies by recruiting 
large numbers of ex-officers of ages up to 28 or even 30 years. These men 
entered the banks without any preliminary training or experience. No really 
adequate steps were taken to make up for their deficiencies in these respects. 
The result can now be seen in most banks in the large number of men in the 
late forties or early fifties who are engaged on routine work, and are unlikely 
ever to gain promotion. 

Later on, the introduction of machine accounting led to a wholesale restric- 
tion in male recruitment for several years. This restriction has proved to 
have been unwise and has further upset the age balance which is a most 
important factor in the banks’ staffing. 

Finally, the last war led to heavy losses in younger men both by way of 
war casualty and by resignation to seek pastures ne w. The majority of those 
who left the banks were far from being the mediocre men who merely wanted 
a change of occupation. Quite a number of promising young men had seen 
the attraction of a chance of obtaining a responsible position at a much earlier 

> than seemed likely if they had remained in the banks. 

“It can be accepted that the account in the previous articles of the factors 
operating against recruitment of suitable males truly describes a state of 
affairs that is common to all banks, and possibly insurance offices, too. It can 
also be accepted that, generally speaking, the modern trend in education and 

career seeking ”’ is pk ucing the banks in the position of having to accept the 
‘second-raters ” or mediocre material unless and until the present recruiting 
policies are changed. In fact, it cannot be too strongly stressed that to-day 
there is no normality in recruitment as it was understood a few years ago. 
On the contrary, there is almost a scramble to obtain suitable young men and 
women. The banks have been driven to advertise in their own names in the 
‘Situations Vacant’ columns of the Press. Such a state of affairs was 
unheard of a few years ago. 
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The operation of the National Service Act has added to the problem. It is 
doubtful if it is really worth while, from the long-term point of view, to recruit 
boys of 16 or 17 years of age unless they show outstanding promise, not only 
educationally but in character development. By the time these youths go 
into the Forces they will h ave learned very little, and it is worth considering 
whether the work upon which they will have been engaged could not have been 
better, or at any rate as well, performed by girls or young women. The 
uncertainty of the return of these youths from the Services to the banks, the 
change in their outlook which may have taken place, coupled with the fact 
that the employers are legally compelled to reinstate them, adds one more 
imponderable to an already difficult problem. 

The type of schools from which the banks were wont to recruit, or those 
schools si which they would like to do so, do undoubtedly endeavour to 
retain their best boys until they leave for National Service. So, once again, 
only the second-best are available. 

There is no doubt that banking as a trade, industry or profession, call it 
what you will, has not been and is not highly regarded by Headmasters or 
Careers Masters. There are several reasons why this is so. Chief amongst 
them is the reluctance to advise boys to unde rtake the drudgery of the early 
years engaged on very elementary routine work, and the pre ‘valent idea that 
worth-while promotion and a really remunerative job, comparable with those 
in other walks of life, cannot be reached in the b: inks until early middle-age at 
best. Poor publicity in the schools is another reason. It may be that the 
delayed promotion prospects, rather than salary scales at entry, are the root 
cause of the reluctance to recommend banking to the brighter boys. 

It therefore follows that any change of policy will have to receive wide 
publicity in the schools and at the Universities. It might be as well at this 
stage to study the likely future make-up of the staffs. The view that mechaniza- 
tion has reached saturation point in the banks is surely very wide of the mark. 
Quite apart from new developments which will inevitably come along, there 
is a large field for extension in the use of existing types of machines. There are 
still a larg e number of hand-posted branches which lend themselves to greater 
economy and efficiency in operation by being turned over to machine account- 
ing. Also, there are other directions in which the machine will prove its worth. 
At the moment the limiting factor is the machine supply position, but this will 
improve in time. Nor must we ignore the fact that the manufacturers of 
accounting machines are doing their utmost in the way of further development 
and experiments. 

It is probable that to-day the proportion of men to women in the clearing 
banks is of the order of 66 to 34 per cent. There will be variations between 
banks, but not to any great extent. With the increase of machinery, the 
reduction in the numbers of males entering the banks, and their elimination 
from purely routine duties, the proportions will gradually even up., The 
time cannot be far off when the staffs will be equally divided between men 
and women. Later on it may well be that there will be a preponderance of 
women, assuming that the demand for female labour can be met, and this in 
itself presents a recruiting problem. However, it must be conceded that the 
male entry will be considerably smaller than in the past. This means that a 
larger proportion of the male entry than hitherto will be required to qualify for 
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responsible posts and appointments. How can the banks expect to find these | 


‘““promotable ”’ men if the bulk of their recruits is being drawn from what is 
admittedly second-rate material? It is true that some of these “ second- 
raters ’’ will develop late and prove to be successes, but a large number will 
remain routine clerks. 

* 

Herein, then, lies the first step in meeting the main objections to banking 
as a career. If our postulates are correct, the future will of necessity offer to 
the bright young men of the right temperament and with ambition the fruits 
of their labour pag industry at an age which will compare favourably with any 
other industry or profession. 

How are the banks to obtain this high quality entry ? The answer can 
only be from (a) the best type of senior pupils in the so-called Public Schools 
or higher-grade types of County Schools, who have preferably completed their 
National Service, or (6) the Universities. It is not denied for one moment that 
it may be desirable and necessary to employ a number of men for routine 
duties who do not require to reach the high standard demanded from those 
who are to progress to the higher places. Thus, it seems inevitable that however 
much there may be against the so-called “ two tier’ system, it is bound to 
come. So long asa man who proves himselt is not, in any real sense, barred from 
passing from what may be termed the “second division” into the first, is 
there any real objection to the “ two tier ” system ? It must be made amply 
clear as well that a man in the “ first division ” who, after a reasonable time, 
fails to justify himself (and the test must be applied without fear or favour) 
will either have to resign himself to the “ second division ”’ or seek employment 
for his talents elsewhere. 

It is submitted that the introduction of a long-term policy for male recruit- 
ment on the lines indicated must be concurrent with the framing and publicizing 
of a well-defined policy towards female labour. Although twice in modern 
times the banks have been saved by women labour, they are still strangely 
uncertain and hesitant in making up their minds about the place which 
women should occupy in their staffing structures. Sufficient women have 
proved themselves capable of undertaking certain senior duties to show this 
hesitancy to be bad from the efficiency point of view, as well as ungenerous to 
the women themselves. 

It is true that a large proportion of the girls and young women who enter 
the banks have no wish or intention to make their work a career. A large 
number, probably up to as much as 80 to go per cent., will leave the banks 
before they reach 30 years of age, the bulk going at about 24 to 28 on account 
of marriage. On the face this. looks to be an unsatisfactory state of affairs, 
but is this really so? Outweighing some of the disadvantages of this con- 
tinued intake and exit is the fact that it does enable a great deal of the humdrum 
junior routine work, as well as machine accounting, to be carried out by young 
(and, on the whole, enthusiastic) staff who are not obsessed with the idea of 
gaining experience on other work with the idea of promotion. Furthermore, 
the turn-over operates against the building up of a large middle-aged staff of 
men, or, for that matter, women, on snlasion ard with pension rights, etc., 
much in excess of the value of the work they do. 

However, it can be accepted that from amongst the female entry there will 
emerge a number of women who will find it desirable or necessary to make 
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banking their life’s work. Again, from this category will emerge the intelligent, 
capable woman who will be anxious and able to make progress and tackle 
advanced work. For the sake of convenience let us term this class ‘‘ career 
women ’”’. These women proved in the two wars that they can handle with 
efficiency and competence security work, cashiers’ duties, trust administration, 
and other speci: ilized duties as ably and thoroughly as men. In addition, 
there is the “Secretary” class. who have prov ed themselves capable and 
efficient. All too often, in the years between the wars, these capable women— 
to whom the banks, the public and, for that matter, the male members of the 
staffs, owe so much—have found themselves deposed from their responsible 
positions and relegated to “ work at the back of the office ’’, e.g. junior desks, 
machines, ‘‘ waste”’, etc. Fortunately, the present conditions have rendered it 
necessary for a number of these women to be retained in the posts they gained 
during the war. These facts must surely point the way. Is it not possible 
that if the banks came out into the open and made it clear that their staffing 
policies visualize women being able to attain senior positions in accord with 
their ability and that these positions will carry adequate remuneration and 
pension rights, the result would be reflected in recruitment ? The writer does 
not propose to enter into the vexed question of the continued employment 
after marriage of women of long service with good records, except to remind 
readers that other industries and professions have not found it desirable or 
necessary to erect a rigid bar in this matter. 

Some of these ideas, no doubt, may come as a shock to officials bred in 
the old tradition. Yet there is little postulated here which is not already 
operating to a less or greater extent in most banks—even though much of 
what has happened has been haphazard in its function and most of the inno- 
vations were adopted as ad hoc measures. 

* 

Before summarizing definite proposals as a basis for a long-term staffing 
policv, there remain a few more points, mostly factual, to be borne in mind. 
It will be conceded that there is no more difficult problem in banks’ staffing 
than that of the mediocre, or even inefficient, clerks of long service and uale- 
tively high salary whose output and value to the banks bear no relation to 
their remuneration. Quite apart from this aspect, their presence in the bank 
acts as a deterrent to younger men and interferes with the training programme. 
It is the inevitable penalty of the system of permanent employment coupled 
with pension rights. It has been added to by the lack of proper persontel 
selection methods in the past. Frustration, and often a sense of grievance, 
add to the troubles of these men and their employers. Any policy which does 
not seek to reduce this state of affairs so far as possible is unfair both to 
employees and employers. It is conceded that it may not be possible to 
eliminate this trouble entirely, but a great deal can be done. The vast sums 
of money expended in salaries, etc., on this block of mediocre labour are at 
the expense of those who carry responsibility and earn profits. 

The “two tier’’ system, coupled with the emancipation of women in 
banking, should go some way to solving this problem in the future. At any 
rate, the danger it presents must be in the forefront when the future policy is 
being considered. 

There is in the banks an inherent conservatism on staffing matters. Very 
little indeed is known of policy, etc., except by those at the top most intimately 
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concerned. If and when a new recruiting policy is adopted it is in the interests 
of all that it should be widely known throughout the bank ; it must be remem- 
bered that branch managers are among the best recruiting agents. 
* 
The conclusions which emerge can now be summarized in specific proposals : 
1. The policy must be a long-term one, covering not only the general 
set-up of the staff and recruitment, but also clearly laying down the 
position of women in the banks. 
2. That, in order to meet future requirements of senior executives, mana- 
gers, etc., it will be necessary to recruit older men than hitherto, 
with higher scholastic or University education and training. These 
men should be entered into a special category which, for the sake 
of convenience, may be termed “ Division I1’’. Special seniority 
and salaries will be granted. Men proving unsuitable, after training 
and a trial period, will either be relegated to “‘ Division II ”’, or 
leave the service. 

3. That, in order to cover male clerical requirements, a number of boys 
and young men will be recruited into Division II. It must be 
clearly understood that there will be no bar to a man gaining promo- 
tion from Division II to Division I, but it must also be made clear 
that retention in Division II means work upon clerical duties, with 
limited prospects and salary ceiling. , 

4. That the bulk of the junior routine work of the bank will be undertaken 
by girls and women. Women who prove themselves to be capable, 
keen and efficient may be promoted to senior work with adequate 
remuneration (“career women’’). Young women with suitable 
educational qualifications will be accepted as special entries. 

5. That men in Division I will be specially trained and, if suitable and 
fitted, will be able to gain promotion to management or equivalent 
appointments at 30 years of age or thereabouts. 


). That it is recognized that some men and women will be required to 
specialize, and that consequently they will receive adequate 
remuneration, even though they do not carry appointments. 
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These, it is submitted, are the foundations of the only kind of long-term policy 
which offers an adequate solution of the problem. Some of them follow 
naturally from the arguments developed in the earlier articles. Others are 
new and perhaps disconcerting. They may provoke further argument. 

The subject is so vast that it is impossible in one article, or even a short 
series, to venture into the by-ways or try to anticipate the counter-arg — 
which may occur to others: a whole volume could be devoted to them . Bu 
a few remaining points, most of them already mentioned by the seins 
writers, do need to be underlined. 

We would like to underline what was written in the previous articles 
about the University Candidate schemes in operation in some banks before 
the war. These schemes were neither wide enough in their conception nor 
were they sufficiently well planned. Furthermore, in most cases branch and 
departmental managers concerned in the introduction of the candidates into 
the bank, and in their training, were themselves not conversant with the ideas 
behind the schemes. Therefore no conclusions should be drawn from the 
successes, or, more often, failures experienced under these schemes. Also, the 
second article drew attention to the difference between a University man and 
the holder of a University degree ; an important point. 

It is again stressed that the present apparent trends in staffing matters— 
e.g. the manner in which the re settlement of ex-Service men and women was 
carried through, the few managerial appointments to men of under 40 years 
of age—do give a false impression both of the long-term problem which faces 
the banks and of the general attitude at present towards it. 

The demand for the right type of recruit, even based on the 1939 standard, 
is likely to exceed the supply for some time to come, and therefore competition 
in the labour market is keen. The supply is likely to be inadequate, and the 
quality even more so—unless the policy charges. 

It should be reiterated that no training schemes, however comprehensive 
and thorough, can overcome the handicap of poor quality. Training can only 
alleviate the shortcomings. 

But, although that is so, the system of higher training of the right type of 
recruit, based on the residential staff college principle, affords an admirable 
opportunity for assessment and selection. The system of pre-entry training 
in use by some of the clearing banks has everything to commenc it, and apart 
from the tact that it enables young men and women to join their “ operational ”’ 
branches or departments with some knowledge of the work that lies before 
them, there is afforded an excellent opportunity of sorting out those who are 
unlikely ever to prove themselves of use in the banks. 

* 





There is no room for a parochial attitude on the part of the banks to-day. 
Much of value can be gained by studying similar problems in commerce and 
industry. The Civil Service also has much to teach us. The Services, too, 
have made many excellent efforts to solve the problems of personnel selection. 
The study of their methods cannot but prove to be of great value. Sound 
administration, of which staffing is probably the principal problem, was never 
so important as it is to-day. Are the banks paying special attention to it ? 
The staffing problem is urgent ; the banks are already late in some fields of 
recruitment, and it will not be easy to make up leeway. 
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Bankers and the Companies Act— I 
By R. W. Jones 


\ST month’s notes upon the implications of the new Companies Act dealt 
L sic its effects upon matters arising out of company liquidation which 

may be met with in banking practice. One other matter in this category 
remains to be noted—new provisions with regard to a members’ voluntary 
winding-up. 

It will be remembered that the Act of 1929, in S. 230, introduced a new 
type of voluntary liquidation, whereby the directors of a company may make 
a statutory declaration that, after full enquiry into the affairs of the company, 
they are of the opinion that the company will be able to pay its debts in full 
within a period not exceeding twe lye months of the commencement of the 
winding-up. This declaration has to be made before the notices are sent out 
convening the shareholders’ meeting at which the winding-up resolution is to 
be proposed. The object of adopting this type of winding-up is to ensure that 
the directors and shareholders retain control of the company in its last hours 
by the appointment of their own nominee as liquidator ; in a creditors’ volun- 
tary winding-up, if there is any conflict between the shareholders and the 
company’s creditors about the appointment of a liquidator, the creditors’ 
choice will prevail. 

Representations were made to the Cohen Committee that the facilities 
for a members’ voluntary winding-up had been abused, in that declarations 
of solvency had been made reckle ‘ssly and without regard to their truth— 
sometimes, indeed, with fraudulent intent—with consequent losses to creditors. 
The Committee found, however, that the extent of this abuse had been exag- 
gerated, statistics showing that over a given period the proportion of cases 
where a declaration of solvency had nevertheless resulted in creditors not being 
paid in full was slightly under four per cent. 

The Act of 1929 did not require a members’ voluntary winding-up to be 
started within any set time after the declaration of solvency ; consequently, 
the declaration retained its validity even though the position of the company 
might have greatly worsened between the date of the declaration and the 
date when liquidation actually commenced. 

The Committee recommended that the law should be tightened up to 
— the statutory declaration something more than a formality. Accordingly, 
S. 94 of the new Act requires that the winding- up resolution shall be passed 
within five weeks ot the making of the statutory declaration, and that it 
must embody a statement of the company’s assets and liabilities at the latest 
practicable date before it is made. 

Heavy penalties are imposed on a director who makes the statutory declara- 
tion without reasonable grounds; and if, in a members’ winding-up, the 
company’s debts are not paid or provided for in full within the period stated 
in the declaration, the presumption, until the contrary is shown, will be that 
the director did not have reasonable grounds for his opinion. Furthermore, 
if the liquidator in the course of a members’ voluntary winding-up is of the 
opinion that the company will not be able to pay its debts in full within the 
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stated period, he must forthwith summon a meeting of the company’s creditors 
and present them with a statement of its assets and liabilities. 
RIGHTS AND DUTIES OF RECEIVERS 

Closely allied to liquidation are receivership proceedings. Where a bank 
wishes to enforce its security under a debenture it will usually appoint a 
receiver under the powers given in the document. Application will be made 
to the Court for the appointment of a receiver only where the matter is of 
erave urgency or where complications are likely. If, in the course of his duties, 
a receiver appointed out of Court was faced with a situation fraught with 
risk, he could not, under the 1929 Act, go to the Court for directions. The 
only way of getting the protection of the Court in such a case was by com- 
mencing a de benture holders’ action. A receiver appointed by the Court, 
however, being an officer o1 the Court, could always ask for directions. By 
S. 87 (1) of the new Act a receiver or manager of a company appointed out of 
Court may now apply to the Court for directions in relation to any particular 
matter arising out of performance of his duties. 

Another matter of some importance to banks concerns the liability of 


receivers for any borrowings undertaken in the course of their duties. A 
eceiver appointed out of Court is not a pemcioe. but an agent either of the 
company or of the debenture holders. Usually a bank < ppointing a receiver 


constitutes him the agent of the company, which will thus be accountable for 
his expenses and liable for any of his wrongful acts. A receiver thus appointed 
is consequently not personally liable for any contracts unless he chooses to 
engage his own credit ; for example, where he assumes personal liability for 
a be rrowing for receivership purposes. In contrast with this, a receiver 
appointed by the Court, being a principal and not an agent, is personally 
liable for any contracts he enters into, but has a right of indemnity against 
the assets of the company. Hence he is personally liable for an overdraft 
and, in practice, the Court usually gives him power to charge the company’s 
assets in priority to the debenture. 

The Cohen Committee considered that both types of receiver should be 
placed on a like footing as regards personal liability. S. 87 (2) accordingly 
provides that a receiver or manager of the property of a commen appointed 
by the debenture holders shall be personally liable on any contract entered 
into by him in performance of his functions, to the same extent as if he had 
been appointed by the Court, unless the contract otherwise provides. He will 
be entitled in respect of any such liability to be indemnified out of the assets 
of the company. 

VACATION OF CHARGES 


The removal of a charge from the company’s register at Bush House is 
accomplished by the lodgment with the registrar of a formal notice under the 
seal of the company, known as a memorandum of satisfaction, certifying that 
the mortgage or debenture has been repaid and accompanied by a statutory 
declaration by a director and the secre tary of the truth of the particulars 
given. No provision was made in previous Acts for registration of partial 
satisfaction of a charge in those cases in which only part of the property 
charged is freed or only part of the debt secured by the charge is repaid. 
This | has sometimes involved difficulty for banks where a debtor company has 
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sold part of a property mortgaged to the bank. The purchaser rightly requires 
that this portion of the property be released from the charge. This meant the 
vacation ot the whole charge, the re-charging of the remaining property, and 
the registration of the new charge. It was possible, of course, that a purchaser 
might be content if the bank as mortgagee joined with the company in the 
conveyance of the particular portion of the property, with a declaration that 
the bank’s charge thereon was satisfied. 

S. 89 (3) of the new Act disposes of this tedious procedure, by providing 
that the registrar of companies may enter on the register a memorandum of 
partial satisfaction where part of the property or undertaking charged has 
been released from the charge, or has ceased to form part of the company’s 
assets, or where the debt for which the charge was given has been partly paid 
or satisfied. 

In this matter of charges, it is noteworthy that the Cohen Committee 
suggested that suitable provision be made in the new Act to make it plain 
that registration of a charge cannot be avoided by the device of placing property 
of a company in a trustee’s hands, such nominee executing the charge. This 
suggestion was not adopted, however; this is to be regretted, for it would 
have put it beyond doubt that the provisions as to registration in the principal 
Act cannot be circumvented by the expedient of leaving property of a company 
in the name of a nominee. 

Banks will no doubt continue to be on their guard against accepting, as 
third-party security, property in the name of and charg sed by a director of a 
company, in the absence of evidence that such security is in the director's 
absolute and beneficial ownership. 

DISCLOSURE OF INFORMATION 

A bank’s paramount duty to observe secrecy concerning its customer's 
affairs is not an absolute one, and occasions arise where disclosure of information 
about a customer or his account is justified. One of these occasions is when 
information is given under compulsion of law. 

In regard to companies, SS. 136 and 277 of the principal Act of 1929 
require a banker to disclose information about a company customer to the 
Director of Public Prosecutions where he proposes to institute proceedings 9 
as a result of information about irregularities supplied by a Board of Trade § 
inspector or a liquidator. 

This compulsion of law is extended by S. 42 of the new Act : an inspector § 
appointed by the Board of Trade to investigate the affairs of a company may 
now require the company’s bankers to produce to him all books of and docu: 
ments relating to the company which are in the bank’s custody, and to give 
him all reasonable assistance in his investigations. 

MEMORANDUM OF ASSOCIATION 

The provision of the new Act relating to alteration of the objects clause of 
a company’s memorandum—whereby the Court’s consent is not necessary in all 
addition to a special resolution of members—is not likely to have much signif § . 





" ge ae evi 
cance for bankers. This provision may ease matters, however, where 4 heat 
borrowing is required for a purpose inconsistent with the stated objects of pone 


the company, for appropriate alteration of the memorandum will now be a § 
simple matter provided that dissentient members representing a 15 per cent. * 
interest do not appeal to the Court. 
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EIRE: 


A Financial and Economic Survey 





The four authoritative articles in this series were prepared on the eve of 
the Ministerial negotiations on Anglo-Irish trade and payments which took 
place in London during the middle of last month. They set the background 
against which the new inter-Governmental agreement should be viewed. Full 
details are not yet available, but heads of agreement were initialled just as this 
issue of THE BANKER went to press. 

Eire has agreed to increase her exports to Britain of cattle, eggs and 
other agricultural produce, and Britain, for her part, has agreed to furnish 
additional agricultural machinery and to expand the flow of feeding stuffs. 
Eire’s grievance, discussed in the article by the Minister of Agriculture, 
about the differential prices previously paid for cattle 1s understood to have 
been substantially met. Mr. Costello, the Prime Minister, has stated that 
these and other arrangements will enable Etre to redress her unfavourable 
balance of payments and also will “ allay her anxteties about her international 
currency position ” 














Sterling Assets and the Balance of 
Payments 


By Professor John Busteed 
(Director, Bureau of Economic Research, University College, Cork) 


N a discussion on the Irish balance of payments and the resources available 

to meet deficits, Eire* and Northern Ireland cannot be treated separately 

as practically all the Irish banks operate throughout Ireland and their 
external resources are available to meet the external commitments of their 
clients in either area. Resources outside Ireland held by Irish banks, other 
corporations and individuals have always consisted almost exclusively of 
British Government securities, British industrial and commercial shares and 
shares in overseas undertakings (rubber, gold, oil, etc.) incorporated in Britain. 
Irish external holdings may thus be described as “ sterling assets’, but here 
the phrase has a difterent connotation from that most customary nowadays. 
In such cases as Egypt or India, the phrase refers to holdings that were mainly 
created by large war expenditures by the British Government under inter- 
governmental arrangements. In Ireland these assets represent a steady 
accumulation by individuals and institutions in the course of commercial and 
other financial transactions over a relatively long period. 

Numerous estimates of the sterling holdings of Eire have been made. In 
all cases they are obviously mere guesses, because no basis for the estimate is 
ever revealed. A list of the holdings cannot be made. So there is no available 
basis for a direct capital valuation. There is available, however, the amount of 
external income that comes under the review of the Eire Revenue Commis- 





* For purposes of convenience the word ‘‘ Eire’ is used throughout this article to mean the 
twenty-six counties under Dublin jurisdiction. 
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sioners. This is obviously a firm figure, apart from amounts concealed for tI 
tax evasion, which are probably not significant. The amount of such income th 
in the year 1946 was £15} millions. If this is valued on a 3 per cent. basis, tk 
it gives a capital value of £520 millions. To this must be added an unknown of 
amount for sterling cash and other non-earning holdings. There is no available T 
basis for an estimate of Northern Ireland holdings, but they would perhaps be th 
about one-half those of Eire. lin 
For a small country, these holdings are enormous. Yet they are of com- 
paratively recent growth and have made a radical change in the pattern of Fb: 


the external trade—of Eire in particular. It is of interest to trv to trace this 
growth. The British assets held by private individuals and corporations 
cannot be surveyed over any long period, because all Ireland was part of the | 
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United Kingdom until as recently as 1923. But as the banks hold a considerable J 
proportion of these assets, their balance sheets afford a useful picture of thef> 4, 
trend, as Chart I shows. The figures up to 1932 comprise the total investments ,., 
and cash as published by the individual banks, They include a certain, but § 
insignificant, amount of purely Irish investments and cash, and to that extent § 
are an overstatement. But from 1933 they are taken from the consolidated of j 
bank balance sheets published by the Irish Central Bank (plus the Centrdf ip, 
Bank’s own holdings). These do not include the Belfast Bank, which operate F jy « 
only in Northern Ireland ; this part of the curve is therefore an understatement F  ¢, . 
to the extent of that bank’s holdings, which ranged from £9 millions in 19338 jn 
to £26 millions in 1947. out 

Before 1914 the Irish banks, like the British, were primarily concerned § an | 
with loans to customers. Investments took a secondary position in the balane yy; 
sheets, and from 1890 to 1913, as the chart indicates, they remained compart FH  oco, 
tively static at about £30 millions. Trade statistics, so far as they are available, B the 
suggest that up to this period Irish imports and exports were roughly balanced. § 

During the war and the immediate post-war years, however, the position fej 
changed radically. The chart shows a steep increase in the sterling assets of 
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the banks, which was accompanied by similar (but unmeasurable) increases in 
the investments of individuals and corporations. This expansion arose from 
the war-time export surplus and from war profits on investments. The value 
of exports and imports increased eno rmously, but exports exceeded imports. 
The physical volume of trade actually decline d, so that the dominant cause was 
the startling increase in prices, particularly export prices of livestock and 
livestock products. 

By the end of 1921, as the following table shows, the assets of the Irish 
panks had risen to two and a half times their 1913 level, while investments 
and cash had been multiplied threefold. Thereafter, the banks became more 


4 


concerned with investment than with lending to trade and industry. In the 
inter-war period the holdings of sterling assets remained compar: tively s stable, 
but, as the table indicates, the figures for loans steadily declined. Thus the 
1914-18 war completely reversed the pattern of the Irish bank balance sheets 


and the recent war was to accentuate this change. 


TABLE | 
ASSETS OF IRISH BANKS 
End of 1913 192! 1938 

{mns. % / mns % f mns. ‘ 
Investments and Cash as soa 41 45 126 51 117 57 
Loans and Discounts - ae 49 54 119 48 87 42 
Premises ss oe a8 a I I 2 I 3 I 
QI roo 247 10o 207 100 


Before that is discussed, however, another development of the inter-war 
period calls for attention. from 1918 onwards Ireland was to have a new 
external income which would make possible an excess of imports. This new 
income came from the dividends on the great holdings of ste rling i investments 
(of which the banks alone held £126 millions by 1921) and from. pensions and 
tourist traffic. Before 1914, Ireland was able at best to import only as much 
as it exported ; more probably, there was an actual excess of exports. But 
the precise figures of imports and exports which became available after the 
setting-up of the irish Free State and Northern Ireland in 1923, reveal that 
in the inter-war period the pattern of Eire trade became strikingly similar to 
that of the United Kingdom. This parallelism is strikingly shown in the 
accompanying set of charts, in which the vertical scale for the United Kingdom 
is exactly twenty times the scale for Eire and Northern Ireland. 

The United Kingdom, before 1914, had been able to finance a great excess 
of imports out of its huge earnings on foreign investm ‘nts scattered round 
the globe, and from the sale of shipping, banking and other services. This was 
in sharp contrast to the position of all other c eount ries—except, In a minor way, 
to such i imperial coun trie sas Holland and Belgium. Other European countries, 
including Ireland, had to be satisfied with such imports as they could finance 
out of exports. In the inter-war period, as the chart shows, Eire also developed 
an import surplus. The similarity of the _ rn of its trade to that of the 
United Kingdom is the more striking in view of the completely different 
economies of the two areas, but it is also evide nce of the close integration of 
the Eire economy with that of Britain. 

During the international economic crisis of the early thirties, world trade 
fell by half, but the relationship between the excess of imports obtainable by 
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sritain and by Eire remained unchanged. In each year the imports and] 
ports of Eire were almost exactly five per cent. those of Britain, and Fire had 
annual excess of imports of nearly {20 millions. That this 


in conse gui nee an 
was finance , Eire’s earnings from dividends on sterling investments and 
other iny sib le income is indicated by the fact that the banks’ holdings of 


sterling assets remained comparatively stable in the inter-war period, 


( 


hart I shows. If the excess of imports had exceeded the current external 


invisible income, the banks would have had to dispose of their gilt-edged | 


in 


( 


vestments in order to meet the external commitments of their importing J 


istomefs. 
The Northern Ireland chart shows quite a different picture. Through the 
| exports were practically equal to imports. This 


eres: - 


approximate equilibrium in Northern Ireland has had a most important 








ring on the external financial position of Ireland as a whole. The sterling 
issets of the commercial banks were approximately £120 millions during the 
inter-war period. If Northern Ireland had been running au import surplus at 
half Eire’s rate—i.e. £10 millions a year—the banks would have been able to J 
Chart Ii 
NORTHERN IRELAND ; 
80M. ' 
| i: 
. 
gi ' 
" : 
- 
| ' 
f 
Pe aiid if 
193 1935 1925 1930 1935 
finance it for only twelve years, with all sorts of incalculable consequences. In 


such circumstances it might well have happened that the Central Bank of Eire 


would not have been able to build up the huge fund (£40 millions) of sterling 
eded to meet the legal requirement of a 100 per cent. reserve of sterling in 
the Lega! Tender Note Fund. The sterling holdings of individuals and cor 


ns in Lire might have had to be compulsorily mobilized, but this would 


i 
ave been merely a stop-gap measure. The continuance of a Northern [reland } 


imports on a scale comparable to that of Eire would have eventually 
used a curtailment of Lire imports by various forms of controls with which 


the continental countries were then painfully familiar. 


s of the recent war. From June, 1940, when} 


rance fell, controls were imposed which allowed Eire to import only as much 


as she exported—and, incidentally, the control of prices ensured that she 
would not be able to enjoy the favourable terms of trade which she received | 
in the con parativel ly free markets of 1914-18. During the war, therefore, the 
interest and dividends on sterling investments could not be spent on physicd f 
goods, and they accumulated. Similarly, other receipts such as pensions and § 
increased emigrants’ remittances went to swell the pool of sterling assets § 
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Emigrants’ remittances hitherto had been mainly from the United States. 
During the war the dollars therefrom went into the dollar pool of the sterling 
area in exchange for sterling, but, in addition, a new type of emigrants’ remit- 
tance developed. Large numbers of men and women went from Eire to war 
work in Britain, and their remittances home soon made a distinct and important 
item in the Eire balance of payments. 

The cumulative effect was to produce a spectacular rise in the Irish holdings 


of sterling assets, as the chart strikingly reveals. The holdings of the banks 
increased from {100 millions in 1938 to £285 millions in 1946. If we include 
the Belfast Bank the figures would be ft10 millions and £311 millions 


respectively—-a three-fold increase. 


For Northern Ireland, e are no available estimates of 


unfortunately, there 


the trend of the balance of payments. The official trade figures, however, 
show that during the war, as in the inter-war period, the visible account was 
roughly balanced : 
é mns. 
1944 1945 1946 
Imports 1oo Loo 125 
Exports ar ve 101 101 128 
Invisible transactions, also as in the inter-war years, almost most certainly 


resulted in a net receipt—in terms of sterling. In so far, however, as the imports 
involved heavy dollar payments, these helped to drain the dollar pool of the 
sterling area. 

For Eire we can show the balance of payments in greater detail. The latest 
available figures, for 1946, are summarized in Table II. These figures cannot 
pretend to be precise, but the grand total is correct to within {10 millions. 


TABLE I] 
EIRE’S BALANCE OF PAYMENTS, 1946 
(£ 000’s) 
Receipts Payments Net Receipts 

Dividends and Profits 15,500 8,650 6,850 
Emigrants: U.K. 6,500 - 6,500 
US. 3,250 3,250 
Tourism 18,000 18,000 
Pensions ; ina ch ae - 3,800 3,800 
Other Items (net) T,500 _- 1,500 
Total non-trade items 48,550 8,650 | + 39,900 
Trade 38,800 71,800 — 33,000 
£87,350 £80,450 + £6,900 


“Tourism ’’ has now replaced “ hee som and profits ’’ as the most important 


item of all, apart from the trade figures proper. These figures reflect the 
first effects of the relaxation my peng war-time restraints upon im iports. In 
1946, at {71.8 millions, they were nearly double the exports (£38.8 millions), 


but the excess was paid for by other receipts, estimated at £39.9 millions net. 
Measured in sterling only, the position appeared healthy. But Eire bought 
about half its imports from non-sterliug areas, and it drew heavily on the 


dollar pool of the sterling area. Eire has, of course, belonged to the sterling 


area throughout, and has kept in step with Britain in the necessarv 
regulations and controls. Eire’s receipts in dollars, however, have been 
restricted almost entirely to emigrants’ remittances. This income is now 


being augmented by U.S. tourist but, on balance, Eire is a 


Q expenditure, 
heavy dollar spender. 
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No estimates are vet available of the balance of payments in 1947, but 
the trade figures were breath-taking. Exports of £39 millions compared with 
imports of {131 millions. The deficit of £92 millions could not possibly be 
made good out of current earnings, big though they are, in sterling. Conse- 
quently, the banks | to draw heavily upon their sterling assets. In the 
current year a Sil rly heavy import sur} sel is being run and it is certain 
that the heavy drawings upon the b: anks’ ste -rling assets are continuing. If this 
were a problem solely within the sterling area, it would be serious enough, 
but a verv large part of these imports call for hard currencies. The distri- 
bution of trade in 1947 was as follows : 

EIRE’S TRADE DEFICITS, 1947 





(£ mans.) 
Imports Exports Deficit 
United Kingdom .. sa ao ei en 54 35 19 
North and South America ay A a 40 —- 40 
Fourteen ‘‘ Marshall Aid’’ Countries .. on 15 3 12 
Other Countries... es aa a ma 22 I 21 
£131 £39 fo2 


Eire’s export trade, it will be seen, is almost solely with the United King- 
dom. Here its excess of imports can be amply dealt with out of current 
sterling earnings. For the rest, it is having to draw on London for dollars 
and other currencies. That position cannot be expected to continue. The 
outlook therefore afi s grounds for anxiety, although that, as yet, has 
attracted very little public comment. 





Problems of Public Finance 
By Patrick McGilligan, TD. 
(Minister for Finance) 


WING to our dependence on external trade both for the sale of surplus 
agricultural produce and for the purchase of raw materials and manv- 
factured goods, we in Ireland could not hope to escape the hardships 
resulting from war-time destruction of means of production and from the 
disruption of world trade. Efforts have been made to neutralize or mitigate 
these hardships, and to maintain our national standard of living so far as our 
limited resources and world conditions permit. These difficulties and these 
eftorts are reflected in the rising curve of State expenditure with which I, as 
Minister for Finance, am primarily concerned. 

Between the years 1938-39 and 1947-48 Ireland’s annual expenditure on 
current services rose from £33.1 millions to £65.2 millions. During the same 
period the State debt grew from £76.4 millions to {104.8 millions, including 
the capitalized value of State contributions for housing. These figures area 
measure of the problems confronting the central authority to-day in the 
sphere of public finance. Their true import is appreciated only when one 
realizes that these increases are far from being matched by a corresponding 
increase in production. In fact, gross agricultural output declined by 5.5 per 
cent. between 1938 and 1947, while total industrial output showed a modest 
increase of only 4 per cent. in the same period. 

The heavy increase in State expenditure can be attributed partly to the 
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introduction of new services and the expansion of existing ones—social services 
and subsidies being the most important—and partly to the inflation of costs 
which, as in so many other countries, is evident in every branch of our economy. 

It is perhaps inevitable that our proximity to Great Britain and our close 
links with her economy should induce expectations, out of accord with the 
comparative productive resources of the two countries, of living standards as 
high as those in Britain. This tendency is noticeable in relation to wages and 
profits and also to social service benefits. During the past nine years E xchequer 
expenditure on social services, which in pre- war years amounted to approxi- 
mately £6 millions per annum, has more than doubled. The full eftect, in the 
financial sense, of certain improvements in these services has yet to be felt. 
For instance, the State has accepted liability for 50 per cent. of the cost of 
health services administered by local authorities. In consequence of this 
arrangement, Exchequer outlay on health services, which in 1947-48 amounted 
to £830,000, will show in course of time a substantial increase. 

The stage already reached in the development of our social services repre- 
sents a considerable burden on a small country. The aggregate expenditure 
by the State in this direction absorbs a large proportion of the total revenue, 
and this proportion tends to increase. Such deficiencies as exist in the structure 
of our social services will, I hope, be gradually made good as real national 
income improves. 

The subsidization of food, fuel and fertilizers has also thrown a heavy 
burden on the Exchequer in recent years. This expenditure has grown to such 
an extent that a total provision of £13.4 millions is required in the current 
financial year. Of this total some £12 millions relates to subsidies or food, 
chiefly flour. These subsidies are to be regarded as an alternative to more 
inflationary methods of adjusting the incomes of the more lowly paid classes 
to the present high cost of essentials. It is hoped that the opportunity for 
their withdrawal without serious hardship will be provided by a reduction in 
import prices and in domestic production costs of essential commodities. 

The general inflation of costs is reflected in increased expenditure upon 
the Civil Service, the Police, the Army and education. Between 1939 and 
1948 the cost of the Civil Service rose by 75 per cent. Part of this rise is the 
result of an increase in staffs, but in the main it can be attributed to the 
adjustment of wages and salaries to meet the increase in the cost of living. 
Similarly, expenditure upon the Police has risen by 56 per cent., while the 
defence services, despite the fact that they have been reduced to the peace- 
time establishment, cost over 100 per cent. more in 1947-48 than in 1938-39. 
Expenditure upon education—primary, secondary and technical—has risen 
in the same period by over 45 per cent. 

Similar trends are noticeable in other directions. The housing programmes 
of local authorities which enjoy a very large Exchequer bounty are costing 
up to 200 per cent. more than in 1939. 

The growing liabilities of the Exchequer demand an equally expanding 
revenue if financial equilibrium is to be preserved. That revenue in the 
emergency years since 1938 has not altogether succeeded in keeping pace with 
expenditure is not surprising in view of increased outlay on defence, subsidies, 
etc., and the contraction in real income due to reduced supplies. The resultant 
budget deficits (i.e. the excess of ordinary expenditure over ordinary 1evenue) 
were as follows :— 
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No estimates are yet available of the balance of payments in 1947, but 
the trade figures were breath-taking. Exports of £39 millions compared with 
imports of {131 millions. The deficit of £92 millions could not possibly be 
made good out of current earnings, big though they are, in sterling. Conse- 
quently, the banks had to draw heavily upon their sterling assets. In the 
current year a similarly h eavy import surplus is being run and it is certain 
that the heavy drawings upon the banks’ sterli ng assets are continuing. If this 
were a problem solely within the sterling area, it would be serious enough, 
but a verv large part of these imports call for hard currencies. The distri- 
bution of trade in 1947 was as follows: 

EIRE’S TRADE DEFICITS, 1947 


(£ mns.) 
Imports Exports Deficit 
United Kingdom .. cd - ne a 54 35 19 
North and South America és a ‘i. 40 — 40 
Fourteen ‘‘ Marshall Aid ’’ Countries .. se 15 3 I2 
Other Countries... a as ‘a ce 22 I 21 
£131 £39 £92 


Eire’s export trade, it will be seen, is almost solely with the United King- 
dom. Here its excess of imports can be amply dealt _ out of current 
sterling earnings. For the rest, it is having to draw on London for dollars 
and other currencies. That positi mm cannot be expected to continue. The 
outlook therefore affords grounds for anxiety, although that, as yet, has 
attracted very little public comment. 


Problems of Public Finance 
By Patrick en T.D. 


(Minister for Finance) 


WING to “- dependence on e headed trade both for the : —_ of surplus 
agricultural produce and for the purchase of raw materials and manu- 
factur ed | goods, we in Ireland could not hope to escape the hardships 
resulting from war-time destruction of means of production and from the 
disruption of world trade. Efforts have been made to neutralize or mitigate 
these hardships, and to maintain our national standard of living so far as our 
limited resources and world conditions permit. These difficulties and these 
eftorts are reflected in the rising curve of State expenditure with which IJ, as 
Minister for Finance, am primarily concerned. 

3etween the years 1938-39 and 1947-48 Ireland’s annual expenditure on 
current services rose from £33.1 millions to {65.2 millions. During the same 
period the State debt grew from £76.4 millions to £104.8 millions, including 





the capitalized value of State contributions for housing. These figures are a 
measure of the problems confronting the central authority to-day in the 
sphere of public finance. Their true import is appreciated only when one 


realizes that these increases are far from being matched by a corresponding 
increase in production. In fact, gross agricultural output declined by 5.5 per 
cent. between 1938 and 1947, while total industrial output showed a modest 


= oa 


increase of only 4 per cent. in the same period. 
The heavy increase in State expenditure can be attributed partly to the 
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introduction of new services and the expansion of existing ones—social services 
and subsidies being the most important—and partly re the inflation of costs 
which, as in so many other countries, is evident in every branch of our economy. 

It is perhaps inevitable that our proximity to Great Britain and our close 

links with her economy should induce expectations, out of accord with the 
comparative productive resources of the two countries, of living standards as 
high as those in Britain. This tendency is noticeable in relation to wages and 
profits and also to social service benefits. During the past nine years Exchequer 
expenditure on social services, which in pre-war years amounted to approxi- 
mately £6 millions per annum, has more than doubled. The full eftect, in the 
financial sense, of certain improvements in these services has yet to be felt. 
For instance, the State has accepted liability for 50 per cent. of the cost of 
health services administered by local authorities. In consequence of this 
arrangement, Exchequer outlay on health services, which in 1947-48 amounted 
to £830,000, will show in course of time a substantial increase. 

The stage already reached in the development of our social services repre- 
sents a considerable burden on a small country. The aggregate expenditure 
by the State in this direction absorbs a large proportion of the total revenue, 
and this proportion tends to increase. Such deficiencies as exist in the structure 
of our social services will, | hope, be gradually made good as real national 
income improves. 

The subsidization of food, fuel and fertilizers has also thrown a heavy 
burden on the Exchequer in recent years. This ex cpenditure has grown to such 
an extent that a total provision of {13.4 millions is required in the current 
financial year. Of this total some £12 millions relates to subsidies or food, 
chiefly flour. These subsidies are to be regarded as an alternative to more 
inflationary methods of adjusting the incomes of the more lowly paid classes 
to the present high cost of essentials. It is hoped that the opportunity for 
their withdrawal without serious hardship will be provided by a reduction in 
import prices and - domestic production costs of essential commodities. 

"The “general inflation of costs is reflected in increased expenditure upon 
the Civil Service, the Police, the Army and education. Between 1939 and 
1948 the cost of the Civil Service rose by 75 per cent. Part of this rise is the 
result of an increase in staffs, but in the main it can be attributed to the 
adjustment of wages and salaries to meet the increase in the cost of living. 
Similarly, expenditure upon the Police has risen by 56 per cent., while the 
defence services, despite the fact that they have been reduced to the peace- 
time establishment, cost over 100 per cent. more in 1947-48 than in 1938-39. 
Expenditure upon education—primary, secondary and technical—has risen 
in the same period by over 45 per cent. 

Similar trends are noticeable in other directions. The housing progiammes 
of local authorities which enjoy a very large Exchequer bounty are costing 
up to 200 per cent. more than in 193¢ 

The growing liabilities of the Exchequer demand an equally expanding 
revenue if financial equilibrium is to be preserved. That revenue in the 
emergency years since 19 38 has not altogether succeeded in keeping pace with 
expe nditure is not surpris sing in view of increased outlay on defence, subsidies, 
etc., and the contraction in real income due to reduced supplies. The resultant 
budget deficits (i.e. the excess of ordinary expenditure over ordinary 1evenue) 
were as follows :— 
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£ 000’s £ 000’s 
1939-40 és “a és 2,006 1943-44 .«. ia aia 1,229 
1940-41 os on “se 800 1944-45 «-. = os 2508 
1941-42 “4 ne -. 3,644 1945-46 .. a «. 2008 
1942-43 ie ‘i 4 3,317 1946-47 .. o s. yes" 


* Includes the sum of i millions paid into the Transition Development Fund from which 
grants are made for housing, water and sewerage schemes, etc. 


The year 1947-48 closed with a surplus in the Exchequer. This favourable 
outcome was not, however, indicative of an easing of Exchequer difficulties, 
When I came to prepare the Budget for the year 1948- 49, the present Govern- 
ment having assumed office a short time before, and remitted certain onerous 
taxes imposed by my predecessor, I found that the total expenditure on 
Supply Services and Central Fund Services was estimated to reach {77.3 
millions, while revenue on the basis of the rates of taxation then in force was 
estimated at {68.6 millions. The closing of a gap of those dimensions by the 
imposition of additional taxation did not appear to be a practical proposition. 
There was a real danger that further imposts would have the effect of destroying 
incentive and reducing business efficiency, thereby impairing the possibility of 
increased national production which is the key to mary of our problems, 
Unrestricted borrowing, however attractive as an immediate remedy, could 
not be regarded as a satisfactory long term solution. The only acceptable 
alternative, and one which accorded with declared Government policy, was 
to secure retrenchment over as wide a field as possible by limiting expenditure 
to projects and services that were productive or socially desirable. In further- 
ance of this policy the estimates for the Supply Services were cut and further 
adjustments made which in all had the effect of reducing estimated expenditure 
by £6.6 millions, approximately half of which related to food subsidies. In the 
end the only additional taxation which it was necessary to impose in order 
to bridge the gap in 1948-49 was an increase of 5d. per gallon on the customs 
and excise duties on hydro-carbon oils. 

The Budget, which I have described in broad outline, may fairly be said 
to offer reasonable incentives for increased production. If by promoting 
efficiency and encouraging enterprise we succeed in expanding our agricultural 
and industrial production and lowering the present high price level, we shall 
have raised a sound defence against inflationary pressures. At the same time 
increased output would give more buoyancy to the revenue and would facilitate 
the implementing of pk uns which would otherwise necessitate additional 
taxation. If, however, the objective of price reduction is not realized, I have 
announced that I shall be compelled to extract by further taxation, for the 
benefit of the community generally, the excess profits which have accrued from 
the high price level. 

The growth of State debt, to which I referred in my introductory remarks, 
may not appear considerable by British standards, but the total of £104.8 
millions is high for a country whose productive capacity, even in normal times, 
has been slow to increase. The State debt has risen by £28.4 millions since 
1939. I expect a further substantial addition in 1948-49. Present indications 
are that a sum of £6.8 millions will be required for capital issues as compared 
with actual issues of £5.5 millions in 1947-48. The increased rate of growth 
cannot be regarded without concern, particularly as the greater part of the 
debt is non-productive in the financial sense. There are indications that 
the debt is accumulating at a rate in excess of the current savings of the 
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community and that consequently it has the effect of reinforcing inflationary 
pressures. An increase in saving is therefore of paramount importance. 

In order to assist in the provision of cheaper loans for public purposes the 
interest rate on deposits in the Post Office Savings Bank and Trustee Savings 
Bank was reduced with effect from January I, 1947. It became evident 
during the past year, however, that these low rates no longer conformed to 
market conditions. During 1947 there was a net encashment of Savings 
Certificates and Savings Banks deposits to the extent of £220,000. To increase 
savings the rate of interest on deposits in the Post Office Savings Banks is 
being restored to 2} per cent. and the limit on holdings of Savings Certificates 
has been raised to 1,250 unit certificates per person—double the former limit. 

These measures are designed to remedy maladjustments in our debt position 
and to stimulate the increased savings which are particularly necessary in 
present circumstances to offset inflationary pressures and to finance the 
development of our latent resources and the expansion of production. 

The growth in purchasing power which springs from wage increases, the 
expansion of bank credit, increased profits and dividends and rising State 
expenditure, is reflected in the increase in monetary circulation, which rose 
from {18.2 millions in 1938 to £50.6 millions in 1947. In the same period 
bank debits rose from £758 millions to £1,489 millions, while wages have risen 
by 65-70 per cent. in industry and by approximately Loo per cent. in agriculture. 
By comparison, output of industry and agriculture may be said to have 
remained more or less static. Even when allowance is made for increased 
imports—largely consumer goods—the quantity of goods available for domestic 
consumption is little if anything in excess of the pre-war supply. 

Our efforts to overcome the difficulties arising from the low level of domestic 
production by increasing our imports of feeding stuffs, fertilizers, agricultural 
machinery and raw materials are hampered in varying degrees by world 
shortages and the scarcity of hard currencies, particularly dollars. In this 
latter connexion the Government is keenly aware of the need for conserving 
the resources of the sterling area. Following the recent trade discussions in 
London between representatives of the two Governments it was agreed that, 
pending clarification of the amount of assistance to be received from the 
U.S.A. under the European Recovery Programme, the Irish Government will 
continue to effect the maximum economy in expenditure of hard currencies 
and will not exceed the level of expenditure during the first half of 1948. The 
Irish Government will use its utmost endeavours to obtain the maximum 
amount of aid available under the European Recovery Programme with the 
object of ensuring as far as practicable that recourse to the sterling area pool 
for hard currencies will not involve any ultimate drain on the pool. The two 
Governments have agreed to keep in close contact with reference to these 
arrangements and in particular to consult as to the provision of Ireland’s 
essential requirements of wheat and coarse grains. 

In its efforts to reduce the burden of taxation and to stimulate savings, the 
Government has shown itself to be fully conscious of the dangers threatening 
the country’s economic structure, in particular the dangers of accelerated 
inflation and further deterioration in the balance of payments. The strengthen- 
ing of our export position, the weakness of which is apparent from the balance 
of trade, is an objective of vital importance. Our best defence against these 
dangers lies in greater and more efficient production and increased saving. 
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Agriculture: Ireland’s Chief Industry 
By James M. Dillon, T.D. 


(Minister for Agriculture) 
N Great Britain only some 5 per cent. of the working population is engaged 
in agriculture. In Ireland the proportion is about 50 per cent. Agriculture 
is to Ireland what industry is to Britain. It is the main occupation of our 
people ; it provides the great bulk of our exports; and on it depends the 
standard of living of the mass of the population. During the past fifty or 
sixty years a revolution in land tenure has gradually obliterated the old land- 
lord system. The eleven and a half million acres of agricultural land are now 
farmed by some 300,000 owner-occupiers. The majority of ovr farms are 
therefore small; the number of family workers (including the farmers them- 

selves) greatly exceeds the number of hired workers. 

Irish agriculture is based largely on the production of livestock and live- 
stock products for export, mostly to Great Britain. In normal times we 
exported as much as half our agricultural output, mainly in the form of cattle 
and other live animals, bacon, poultry, eggs, butter and other milk products. 
Before the war Irish cattle accounted for well over one-third of the fresh beef 
consumed in Great Britain. 

In common with other livestock-producing countries, Ireland was always 
dependent on imported supplies of feeding stufis, fertilizers and agricultural 
machinery. She imported a greater proportion of her requirements of concen- 
trates than practically any other European country. Moreover, most of our 
wheat was imported. 

The war caused a most serious setback to Irish agriculture. As Table I 
shows, sup} lies of maize and of most fertilizers and machinery practically 
disappeared and wheat could be obtained only in greatly reduced quantities. 


TABLE I 
IMPORTS: ANNUAL AVERAGES 
1934-38 1940-47 
Wheat .. si ad ve pa a tons 400,000 160,000 
Maize .. «2 as sa ae a = 300,000 64,000 
Oilcakes es ax a a =r a 30,000 5,000 
Sulphate of Ammonia oc es ey “a 26,000 5,500 


No effort was spared to produce at home as much as possible of the materials 
we previously imported. The total area under tillage has been raised by 50 
per cent. The area under wheat is now about 150 per ceut. greater than in 
1938. These things were done under the most unfavourable conditions. Farm 
machinery was practically unobtainable and the supply of fertilizers became 
a mere trickle at the very time when increased quantities were needed. The 
inevitable result was a fall in crop yields, as Table III shows. 

Livestock production suffered some very serious reductions. The number 
of pigs was halved and poultry, sheep and young cattle also declined. The 
volume of output of livestock and livestock products in 1947 was about 20 
per cent. less than in 1938. Exports of food dropped substantially. 

British agriculture was much more fortunate. Great Britain had plentiful 
supplies of fertilizers and used much greater amounts than betore the war. 
Vast quantities of farm machinery were also available. In 1946 the number 
of tractors in England and W ales was 180,000; in Ireland, about 6,000. It 
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has always seemed to Irish farmers that Great Britain did not act with prudence 
in so drastically curtailing supplies of fertilizers and machinery to Ireland 


TABLE II 

EXPORTS OF AGRICULTURAL PRODUCE : ANNUAL AVERAGES 

1934-38 1940-47 
Cattle .. “i v4 a Ss we No. 664,000 487,000 
Pigs a ae it a na — No. 93,000 7,000 
Bacon and Pork ee ea eis ee tons 30,000 5,000 
Sheep and Lambs ... nin ea ae No. 342,000 92,000 
Poultry (live) .. we mr ar ei No. 412,000 188,000 
Eggs .. eon a met ‘sts Pe 120’s 2,935,000 2,064,000 
Butter .. me ‘ - oa cwt. 403,000 50,000 


during the war, because she thereby deprived herself of large quantities of tood. 

Irish agriculture has also suffered as a result of unfavourable price arrange- 
ments operated by Great Britain. The most important example is cattle, 
which are the very foundation of our agricultural economy. The Ministry of 
Food paid one price for British-bred cattle; a substantially lower one for 
Irish-bred cattle exported to Great Britain and kept there for at least two 
months for further feeding ; and a still lower price for Irish cattle shipped to 
Great Britain for immediate slaughter. The reason for the discrimination 
between Irish and British cattle has never been clear; but the object of the 


TABLE III 
YIELDS PER ACRE 


<) 


193: 1947 
Wheat .. ws aé aa ai ‘0 cwt. 17:2 10.8 
Oats a a i <i aa es = 19.6 15.8 
Barley .. “cs as a si a - 16.7 12.1 
Turnips a ms ad a os tons 19.5 14.9 
Mangels ie a ‘a oe - o 18.2 14.8 
Potatoes re ; - 7.5 6.8 


discrimination between Irish cattle sent to Great Britain for immediate 
slaughter and Irish cattle retained in Great Britain for further feeding was 
apparently to encourage the flow of cattle trom Ireland as “ stores’ for the 
British feeder rather than as “ fats”’ for slaughter. The results of this com- 
plicated arrangement were depressing and paradoxical. British feeders in fact 
took smaller numbers of Irish “‘ stores ’’ than before the war and concentrated 
on certain types of older and forward cattle. At the same time it did not pay 
to send Irish cattle to Great Britain for immediate slaughter as the price was 
too low. The result was that an abnormally large number of older cattle had 
to be carried by Irish farmers. This in turn caused a very serious drop in 
calf-rearing because there was a limit to the total number of cattle that could 
be held. The trends shown in Table IV are illuminating. 


TABLE IV 
NUMBERS OF CATTLE IN CERTAIN AGE GROUPS 
1938 1945 1946 1947 
Under 1 year .. a .. 1,024,000 945,000 932,000 851,000 
I-—2 years os a ‘ca 932,000 921,000 875,000 846,000 
2—3 years ai ais Ja 550,000 709,000 710,000 679,000 
3 years and over a ae 174,000 291,000 296,000 310,000 


The Irish contention has always been that these cattle price differentials 
are not in the real interests of either country because their ultimate effect is to 
reduce Irish cattle stocks and exports. Obviously, the aim of both countries 
should be to encourage maximum production and export of Irish cattle ; but 
this is impossible unless the Ministry of Food pays a uniform and satisfactory 
price for all Irish cattle. If price discrimination between Irish fat and store 











46 THE BANKER 








cattle were removed, the flow of both types of cattle to Great Britain would 
be regulated, as it should be, by supply and demand. The artificial distortion 
of the functioning of the Irish cattle industry would cease and the long-term 
result would undoubtedly be an increase in the numbers of both fats and 
stores for the British market. It should be emphasized here that the Irish 
Government attaches great importance to the store cattle trade and wishes 
to foster it in every way. It is satisfied that Great Britain will always get 
large numbers of store cattle from Ireland (as she did before there was any 
price discrimination) without resorting to self-defeating price manipulation.* 

Future prospects for Irish agriculture are encouraging, provided satis- 
factory long-term prices are obtainable i in the export market for all the cattle 
and other livestock and produce we shall have for export, and provided also 
that sufficient supplies of fertilizers, feeding stufts and machinery can be 
secured on reasonable terms. The Irish Government will do everything in 
its power to inciease agricultural production. Some very comprehensive 
development schemes are being introduced. We have embarked on a very 
ambitious programme of increased poultry and egg production. This provides, 
among other things, for the establishment of numerous commercial hatcheries, 
improvement of strains and elimination of disease. The mixed type of farming 
which is the rule in Ireland is peculiarly suited to poultry and egg production, 
and there are high hopes that in time a record output will be attained. 

Our grasslands have been starved of phosphates and other fertilizers for 
many years. A national survey of grasslands is being made and will serve as 
the basis for a carefully planned programme of grass and soil improvement 
which should not only make good the losses in fertility sustained during and 
after the war, but also bring about a great and permanent expansion in milk 
and meat yields. A big increase in exports of beef, mutton and milk products 
will be the natural consequence. 

The achievement of a high standard of animal health is one of the principal 
aims of Irish agricultural policy. Veterinary services have been reorganized 
on a national scale and a veterinary research institute has been established 
which should prove to be among the foremost of its kind anywhere. 

It is almost a national tragedy that pig production, which was once the 
mainstay of many an Irish farmer, has dropped to so low a level. Fortunately, 
however, good breeding stock has been preserved and production can be 
rapidly expanded as soon as sufficient supplies of feeding stuffs are available. 

All the technical advances in the world, however, will be of little avail if 
fair priccs are not offered in the export market. Increased production and 
export are fundamentally a matter of economics. Ireland must expand her 
exports of food if she is to maintain imports at their present level. In the 
first four months of 1947 the value of merchandise imports into Ireland was 
four times the value of merchandise exports. The cost of imports has risen 
steadily, and the terms of trade are unfavourable. Such conditions cannot be 
allowed to continue if a serious wastage of our external assets is to be prevented. 
The remedy is increased agricultural exports. Increased production and exports 
will not, however, be possible unless reasonable terms are offered in the export 


market 








*F ortun: ately, since this was written an Anglo-Irish Trade Agreement has been negotiated in 
London, under the terms of which most, if not all, of the anomalies referred to above have been 
removed, and it is now reasonable to hope that steady expansion of agricultural exports from 


Ireland to Great Britain will develop to the great advantage of both partics.—J. M. D. 
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ula Population and Emigration 


tion | 
ser By T. W. Freeman 


and 

rish J HE population of what is now Eire was 6,529,000 in 1841 and 2,953,000 
shes in 1946, a decrease of 55 per cent. The decline still continues, for the 1946 
get figure was 15,000 less im that for 1936. Within these ten years the net 


; : 

any loss by emigration was 190,000, of whom II4,000 were men and 76,000 women. 
* : P 

' | In spite of a late marriage age, averaging 35 for men and 29 for women, and 


CIS- also of a low marriage rate, Ireland, in 1936-46, had a natural increase 
ttle | through excess of births over deaths of 6 per cent. Consequently, the decline 
also J of population is slight in quantity, but not necessarily in quality, as almost all 

be | those drawn away are young people between 15 and 40 years of age. Minor 
> m | as this emigration may be in comparison with the great rush of famine- stricken 
sive | people to the ports a century ago and the heavy outward movement of the 
ery J latter half of the nineteenth century, it is yet sufficiently large to be a matter 
UES, of social concern. The rural areas have provided the majority of the migrants 
ies, § both in the immediate past and since 1841 ; they had a population of 5,429,000 
Ing in 1841 and 1,843,000 in 1946, a decline of 66 per cent. The town population, 


108, on the other hand, has fluctuated around one million for the past hundred 
years, and was 1,110,000 both in 1841 and in 1946; many of the towns have 


for | been stationary or declining and almost all of them have failed to absorb the 


ew natural increase of population, but Dublin has grown steadily, especially in 
lent the last twenty years, and now has a population of 507,000, with 45,000 in 
and the adjacent borough of Dun Laoghaire (Kingstown). 

nilk A migrant is a man or woman in search of a job which may be found on the 


acts land, in a neighbouring town, in Dublin or abroad ; and “ abroad ’’ now means 


‘ Great Britain almost exclusively, though until the world depression of the 
ipal § thirties it also meant the United States and certain British Dominions. The 
zed re-industrialization programme of Eire, vigorously pursued by the Fianna 
hed Fail Government of 1932-48, has revived many of the towns in which the 

5 factories are placed. One such is Tullamore, Co. Offaly, which now has a 
the | woollen and worsted yarn factory employing 600 people on the site of the old 
ely, gaol, a bacon and sausage factory, and also its older distilleries, malting 
_be : houses and other enterprises. The labour is drawn fiom a radius of eleven 
ble. J miles and workers have come from other parts of Ireland to settle in the town. 
il if J Not all the country towns have shared so adequately in this industrialization, 
and though many have a new factory using power from the National Grid. In 
ner | spite of the avowed policy of scattering industry through the country, Dublin’s 
the remarkable growth, from 445,000 in 1926 to 552,000 in 1946 (with Dun 
was Laoghaire and Howth) is in part the expression of the re-industrialization, and 
sen in part also an indication of increased centralization of commercial services 
_ DE f and administration. Such towns as Cork, Limerick and Waterford have 
ed. § remained as stable in population as most of the smaller towns and have, as 
rts § explained above, failed to absorb their natural increase, with the result that 


ort & many of the young people emigrate. 
1 In the countryside the complaint is now heard that labour is short both for 


d in the fields and for the kitchen because people leave for the new factories, for 
—_ Dublin or for Britain. Moreover, many farmers can ro longer find the casual 
I 


labour that was once so abundant in the Irish countryside. Shortage of labour 
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on the land means that some farmers must reduce the number of livestock, 
especially cows, and that any intensification of agriculture may be impossible 
owing to lack of manpower. Enterprises such as market gardening and fruit 
growing support many more people than grazing ; for example, a fruit farm 
near Dublin employs over 30 people on 30 acres, whereas in the days when it 
was a grazing farm it was worked by one family. There can be no doubt that 
under the economic arrangements of 1841 Ireland was overpopulated ; but in 
1948 there is every reason to fear underpopulation with a consequent lowering 
of farming standards and limitation of enterprise. 

Emigration has been stimulated by two world wars, with their inevitable 
demand for civilian labour and for both men and women in the Forces. Yet 
Irish emigration was heavy even in the decade 1926-36, when the net outward 
movement was 167,000, of whom 67,000 went to the United States and almost 
all the remainder to Great Britain. This emigration took place in the years 
1926-31 ; from 1935, and in the intervening depression years, there was a small 
inward balance of passenger movement into Eire, the first ever recorded. It 
is difficult to resist the impression that Eire is a reservoir of labour on which 
Britain may draw according to its needs. Among men, the demand is for 
navvies and heavy manual labourers, togethet with seasonal workers on the 
land, who have gone year by year from Ireland for more than a century. 
These seasonal workers are in many cases the actual holders of small farms in 
the west of Ireland, or members of their families ; traditionally, Donegal men 
go to Scotland, and the men of Galway or Mayo to Scotland or to England. 
In some cases, seasonal migration is merely the prelude to permanent settlement 
in Britain as agricultural labourers or workers in towns, for the vast majority 
of the Irish outside Ireland gravitate into large centres of population. Between 
1926 and 1936 there were 129 female migrants for 100 males, partly owing to 
the heavy demand for domestic workers and nurses : the scarcity of maids was 
felt in Britain some years before it became acute in Ireland. 

The census decade 1936-46 includes the war years, in which emigration 
reached a new high level ; some of it was of a short-term character, and the 
190,000 net loss gives no indication of the number of persons who left for the 
British Forces or as civilians. The easiest way to join the British Forces was 
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Incorporated by Law in 1927. Holder of Exclusive Right of Note Issue 
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The Bank, through its Banking Department, offers complete banking service for Foreign Exchange 
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to take a train to Belfast, and large numbers of men and women joined that 
way. Some interesting figures of emigration for the years 1941-46 are 
available ; they refer only to those going to employment, and include a 
number of people who have since returned to Ireland. In 1941, there were 
5,200 such migrants, 31,900 of them men, most of whom were recorded as 
unskilled workers. The following year had a much higher total, as the British 
war effort was in full tide: 37,300 men left and 14,500 women ; as in 1941, 
there was a greater demand for male labour, though many jobs were available 
for women. In 1943, 48,000 left, of whom 19,000 were women. In 1944, 
however, there was a steep decline, to 13,600 (5,900 women), as the travel 
ban between Ireland and Britain came into operation during the pre-invasion 
phase ; at this time, only certain specially-authorized travellers were allowed 
to cross the Irish sea. The last phases of the war saw a revival of Irish emigta- 
tion, but not to the high levels of 1942 and 1943; the demand for unskilled 
workers was slackening, though there was still a considerable need for domestic 
workers and nurses. Thus in the first complete post-war year 19,000 out of 
a total of 30,000 migrants were women : this 19,000 included 12,000 domestics 
and 4,000 nurses or probationers. The 11,000 men included 2,400 agricultural 
workers and 6,000 labourers. With these figures in mind, one cannot resist 
the conclusion that Britain draws on the workers of Eire just when she needs 
them. 

Having lost 190,0co people between 1936 and 1946, in the proportion of 
67 women to 100 men, Irish public opinion is alive to the population problem. 
The choice of migration lies with individuals actuated by a variety of motives, 
not all of them financial, though among the attractions are the higher wages in 
Britain. The disparity is most marked for domestic servants, who in Britain 
receive approximately twice as much as in Eire. In some cases, however, 
a crucial factor appears to be simply the desire for change itself ; some workers 
will leave even if work is available at good wages near home. Full-time work 
in England is preferable to casual labouring at home, or to a ceaseless struggle 
on some poor small farm. Not always in the past has emigration been heaviest 
from the poorer counties, but between 1936 and 1946 four counties with many 
small farms showed remarkably heavy declines; these were Leitrim, 12 per 
cent. ; Mayo, Sligo and Cavan, 8 per cent. Many rural districts elsewhere had 
similar declines. 

Two views of emigration are common in Eire: one school is of the opinion 
that the nation is parting with its workers just when it needs them and has 
subsidized their education and general upbringing, but others maintain that 
interference with freedom of movement is a denial ot democracy and that 
emigration is preferable to queues for relief at the Labour Exchange. Discus- 
sions of overpopulation are complicated by the fact that some people view 
Ireland as it is, while some see it as it might be with an intensified agriculture 
and more vigorous commercial and industrial life. In the immediate past, 
and probably in the immediate future, it seems probable that the emigrant 
will remain a commodity in a fluctuating labour market. This conclusion is 
by no means acceptable to many sections of Irish opinior, but is logical in the 
light of past experience. There can be no doubt that the three million people 
of Eire to-day live more comfortably than the six-and-a-half million of 1841, 
but one cannot predict whether they will continue to do so if the drain of 
emigration continues. 





In spite of the modern trend towards centralisation and uniformity many 
of us still believe that local traditions count for a great deal in the conduct of 
business. We like to deal with local men who understand local problems and 
conditions, rather than with some remote authority, however well-intentioned. 
It is the knowledge of this deep-seated preference for familiar things and peopie 
that underlies the development by Barclays Bank of their unique system of 
Local Head Offices, covering England and Wales. The Local Directors of these 
Offices are well acquainted with the districts they serve : their experience is at the 


disposal of all customers of the Bank, whether their accounts are large or small. 
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International Banking Review" 
Argentina 
HE regulations governing foreign investment in Argentina have been 
"[ moaitea in an effort to attract foreign capital into the country. All 
foreign capital entering as from January 1 last can now be freely trans- 
ferred at any moment, as can interest, profits and income thereon. In the 
matter of capital which reached Argentina before the beginning of this year, 
the Central Bank has decided to recognize as part of such capital, profits 
earned thereon but retained in Argentina. Transfers on account of the earnings 
of pre-1948 foreign capital can now be effected without percentage limitation 
in relation to the amount of the capital, subject to the availability of currency. 

The proviso on exchange availability leaves in doubt whether the new 
regulations invalidate an earlier statement by Senor Miranda, president of the 
Argentine Economic Council, that the official attitude towards sterling remit- 
tances on capital invested in Argentina would not be changed unless Britain 
agreed to purchase the by-products of the Argentine meat industry. 

The Argentine authorities have also announced that restrictions have been 
lifted upon imports of a wide range of less essential goods from Britain and 
other European countries, in order to use up credit balances created abroad 
by Argentina’s excess exports during recent years. 


Australia 


Following its defeat in the referendum on the plan for Federal control of 
prices, rents and charges, the Commonwealth Government has announced 
that it will relinquish control of prices and land sales in three months and of 
rents in two months. The onus is thus placed upon the State Governments 
to organize alternative systems to take effect when the Commonwealth 
regulations end. 


Belgium 


The heavy drawings made on holdings of Belgian francs at the International 
Monetary Fund after the imposition of the I.M.F. ban upon sales of U.S. 
dollars to European countries induced the Belgian Government to request the 
Fund to suspend further sales of Belgian currency owing to the inflationary 
pressure which such transactions generated in Belgium. This request was 
rejected by the Fund, but it was agreed that consideration should be given 
to the possibility of affording some compensating relief to Belgium. Such 
compensation would be by giving Belgium the right to sell Belgian francs to 
the Fund in exchange for U.S. dollars to the extent necessary to make good 
the depletion of the Fund’s holding of Belgian francs caused by sales to other 
European countries. The Belgian Finance Minister has stated that prior to 
the operation of the Marshall Plan Belgium gave credits of Frs. 13,000 millions 
to neighbouring European countries. 


Brazil 


The period within which foreign capital must be registered for the purpose 
of remittance of interest, profits and dividends has been further extended to 


* Other current international banking news is discussed in ‘‘A Banker’s Diary’’, on pages 1-0. 
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the end of July “ to accommodate banks and firms abroad which, due to legal 
impediment, may not yet have been able to produce documentary proof. of 
capital invested in Brazil” 

The Minister of Finance, in a report to the President on the economic 
situation, stated that the lack of direct credits to agricultural producers is to 
be solved by the creation of a Rural Bank. The necessary legislation forms 
part of the Banking Reform Bill now receiving the attention of Congress. 


Burma 


Negotiations have been initiated with the British Government on the 
compensation to be paid for British concerns in the country expropriated by 
the Burmese Government on June 1. The negotiations cover the amount of 
the compensation and the manner in which it will be paid. 

The Socialist Premier, Thakin Nu, outlining his party’s programme at 
the coming elections, stated that it would include abolition of capitalism and 
introduction of State control of exports and imports. Foreign property would 
not, however, be nationalized without compensation. 


Canada 


The Governor of the Bank of Canada, Mr. Graham Towers, has stated that 
the drain on the Dominion’s U.S. dollar reserves has been arrested. He 
declared that it was too early to predict how long the Dominion’s import 
restrictions would last. Important factors would be this season’s crops and 
the dollar position of some of Canada’s principal customers. 

Imports from the United States are stated to be distinctly less and exports 
greater than before exchange restrictions were imposed last November. 
Official returns show that during the first four months of this year, exports to 
the United States amounted to $421.6 millions, as compared with $320.2 
millions in the similar period of 1947. Exports to Britain during the January- 
April period this year amounted to $220.1 millions, against $185.9 millions 
in 1947. 

It has been announced that a channel has been opened up for British invest- 
ment in the Dominion. Permission has been granted to the British authorities 
to utilize the Canadian dollar proceeds of sales of British-owned Dominion 
securities in Canadian markets for financing transfers for capital outlays. 
Hitherto, these funds were ear-marked for the repayment of the $700 millions 
interest-free loan to Britain. About $200-300 millions of the loan is stated to 
have been paid off in this way. The new arrangements are on an “ adminis- 
trative basis ’’ and capital transfers to the Dominion for investment purposes 
will still be channelled through the British Exchange control. 

The Minister of Trade has declared that goods and produce to the value 
of $1,600 millions will be available to meet purchases by ae an countries 
under E.R.P. in the period to end-June, 1949. Of this amount, $250 millions 
are already specifically ear-marked for European countries under Government 
contracts or private trading arrangements. 


France 


France has been granted a short-term credit of {10 millions by the United 
Kingdom to overcome its immediate balance of payments difficulties until 
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the work of the Organization for European Economic Co-operation can have 
efiect. The Bank of England will sell sterling to this amount to the Bank of 
France at any time up to the end of September, while the Bank of France will 
re-sell sterling for forward delivery not later than September 30. The part of 
an original scheme providing for a £5 millions sterling credit to France by 
Belgium in addition to a direct U.K. grant was not carried into effect. 

The last meeting of the Anglo-French Economic Committee decided to aim 
at an increase in French exports to the sterling 3 area and a reduction in imports 
from that area, as a first step to reducing France’s current sterling deficit. The 
additional French supplies to Britain will consist mainly of essential products, 
including manufactured textiles, potash, steel, and iron and steel scrap. The 
cut in French imports covers a wide range and i is expected to achieve a saving 
of about £15 millions, or some I0 to 15 per cent. of the import programme for 
1948 orig sinally contemplated. 

The ‘Finance Minister has revealed that owing to the recent votes for 
exceptional expenditure, the ordinary budget will show a deficit of Frs. 40-50 
milliards in the second half of this year. In addition, the extraordinary 
budget for reconstruction and re-equipment will show a deficit of around 
Frs. 95 milliards over the same period. He expects to cover about one-half 
of the deficit on the extraordinary budget by loans. The remainder, as well 
as the ordinary budget deficit, will therefore presumably have to be financed 
by inflationary borrowing from the Bank of France. 


Hungary 


The new nationalization law provides for nationalization of all industrial, 
mining and similar undertakings employing more than 100 persons, but 
exemption is granted for all such concerns where there is a genuine foreign 
interest of more than 50 per cent. Holders of shares in such concerns were 
given until the end of last month to register their interests with the Hungarian 
National Bank or Hungarian legations abroad. Penalty for non-declaration 
of shares or non-declaration of foreign interests has been established as for- 
feiture of the right to exemption from nationalization and of the right to 
compensation for property nationalized. 


Japan 

Arrangements have been concluded for trade between Japan and the 
United Kingdom and Colonies (excluding Hong Kong) to be conducted on a 
sterling basis. Other members of the sterling area may participate in the 
arrangements if they wish. Purchases of cotton textiles are excluded from the 
scope of the scheme on the ground that a large part of the raw cotton from 
which these goods are being manufactured has been secured on revolving 
dollar credits. The Supreme Commander has therefore reserved the right for 
dollar payments, at least in part, in this case. 

Under the new arrangements, sterling acquired by the Supreme Commander 
in excess of the amounts he can reasonably expect to use is convertible into 
US. dollars, but it is hoped that in practice payments between Japan and the 
participating sterling countries will be in approximate equilibrium at a higher 
level than would otherwise be possible. 
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Netherlands 


A new concern has been established, Netherlands Participation Company, 
to provide funds (in particular through participation in capital) to enterprises 
unable to make use of the capital market or the Dutch Recovery Bank. The 
paid-up capital of Fls. 13.5 millions has been provided in part by the Dutch 
Recovery Bank and in part by private banks and insurance companies. 

Negotiations have been proceeding in Washington for a U.S. loan to the 
Netherlands East Indies. Present plans provide for a first tranche of $100 
millions out of a total requirement of $500 millions. The United States is 
prepared to grant the advance only under Netherlands collateral, but the 
Dutch Government is loth to increase its commitments on N.E.I. account. It 
is hoped to overcome this difficulty by piedging N.E.I. tin production for a 
period of two years. 


New Zealand 


The Finance Minister has announced the Government’s intention to redeem 
its 44 per cent. Inscribed Stock, 1948-53. About 20 per cent. of the stock is 
to be repaid from sterling drawn from the Dominion’s London balances ; the 
remainder will be converted into a new issue. The Minister expressed the 
opinion that it was wrong for the Dominion to extend its overseas indebtedness, 
under present conditions, by borrowing from countries that have greater 
need of their assets than New Zealand. 


Switzerland 


The Bank for International Settlements has agreed to purchase, for invest- 
ment, bonds issued by the International Bank for Reconstruction, to the 
amount of Swiss Frs. 17 millions. The bonds are dated April 1, 1948, and 
Frs. 6.5 millions will mature on April I, 1953, another Frs. 6.5 millions 
six months later and the balance of Frs. 4 millions on April I, 1954. They 
are, however, optionally redeemable at any time, after due notice, at 
a premium of } per cent. 

It has been officially explained that the Swiss francs are to be made available 
to Holland as part of the $195 millions’ loan granted by the International 
Bank to that country in 1947, and will be used to pay for electrical equipment 
which the Netherlands intends to purchase from Switzerland. Banking 
quarters in Switzerland suspect, however, that in fact the B.I.S. purchased 
the World Bank bonds against U.S. dollars and that the transaction is explained 
by the desire of the International Bank to replenish its dwindling reserves of 
U.S. dollars by tapping holdings of banking institutions. 


United States 


The Federal Reserve Board has raised reserve requirements from 22 to 24 
per cent. in New York and Chicago. The highest point to which the governors 
can raise reserves required against net demand deposits is 26 per cent. for the 
Central Reserve city banks, 20 per cent. for Reserve city banks and 14 per cent. 
for Reserve country banks. Hence the only upward movement now at the 
Board’s disposal to restrain the inflationary expansion of bank credit is a 
rise from 24 to 26 per cent. in New York and Chicago. 
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For 70 years the name of LEOPOLD FARMER & SONS 
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TO BANK MANAGERS 
Please consult us—we have been established since 
1772 — regarding your customers’ JEWELLERY & 
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Treasury Deposit Receipts 
Raised Redeemed Outstanding 
Monthiv” ém. £m. £m. 
1945 Aug 290.0 237.0 2185.58 
D 1 320.5 527.0 1630.5 
1946 M h 30 155.0 468.0 1559.0 
June 30 190.0 282.5 1390.5 
Sep 30 500.0 363.0 1779.0 
De 31 131.0 197.0 1676.5 
1947 March 31 543.0 594-5 1456.5 
Ji 30 110.5 132.0 1442.0 
Sept. 30 453-0 483.5 1292.5 
Dec. 31 175-5 II0.5 1402.5 
1948 March 3! 545.0 455.0 291.0 
May 29 115.0 87.5 1377.0 


* Periods ended on last Saturday in each month, except at final month in each quarter 





1947 Net New 948 Net New 

Week ended Raised Redeemed Borrowing Week ended: Raised Redeemed Borrowing 
Dec. 20 .. 60.0 50.5 9.5 Mar.20 .. 100.0 90.0 10.0 
os 38 .. 30.5 5.0 25-5 - 3% .. 165.0 123.5 41.5 
1948 Apr.10 .. 255.0 219.5 35-5 
Jan. 10 .. 79.5 108.0 — 28.5 » 17 «- 120.0 106,0 14.0 
OF a -- 38.5 - 38.5 » 2 30.0 21.0 9.0 
” 24 +: ic 5-5 5-5 I ac — 3.0 - 3.0 
SB os - 0.5 - 0.5 ve 8 oa a ana oman 
Feb. 7 - - 15 «+ 20:0 40.0 - 20.0 
re 14 55-0 55.0 io 2 .« Ge 24.5 35-5 
r 21 60.0 98.0 38.0 ~ 20 c. 238 20.0 15.0 
; 28 35-5 - 35-5 June 5 a 37.0 33.0 
Mar 6... 166:0 162.5 58.5 ~~ SE «as Ge 46.5 13.5 
13 .- 120.0 140.0 - 20.0 me 19 .- 80.0* 60.0 20.0 


Of which {20 mua. at 6 months and {60 mn. at 7 months 


Appointments and Retirements 


British Linen Bank—Dimnfermline : Mr. A. J. D. Blaikie, from Musselburgh, to be manager 
on retirement Mr. J. V. Bruce. Musselburgh: Mr. T. Drysdale, trom George Street, Edin- 
burgh, to be manager 





Lloyds Bank—Mr. F ( joint general manager, has retired after 44 years’ service. 
Mr. E. J. Hill, an assistant gene manager, has been appointed a joint general manager and 
Mr. E. J. N. Warburt assistant manager, 39 Threadneedle Street branch, an assistant general 
manager 

Martins Bank-—-Lond Hanover Square: Mr. L. E. Luchford, from Cocks Biddulph, to be 
assistant manager; A?rgswav: Mr. N. Hunter, from Tothill Street, to be assistant manager; 


Moorgate : Mr os 
Midland Bank—Sir 


and Sir H. Cassie Hol 


n, from 68, Lombard Street Office, to be assistant manager. 
Roger, K.C.I.E., The Rt. Hon. Lord Harlech, K.G., G.C.M.G., 
, have been appointed deputy-chairmen of the board of directors. 














Barn 1.1. W Jones, of Llandudno, to be manager. Batley : Mr. J. E. Bodsworth, 
from Hudd ot anager on retirement of Mr. F. Wilkinson. Byrisiol, Kingswood : Mr. 
R. D.\ Cheltenham, to be manager. Builth Wells: Mr. F. W. Lewis to be manager on 





tt. Colwyn Bav: Mr. J. G. Evans, of Barmouth, to be manager on 
ns. Deal: Mr. G. G. Akehurst to be manager of this branch, for- 
as Dover. Kettering : Mr. P. Howdle, of Riplev, to be manager 


retirement of Mr. J. H 
retirement of Mr. O. A 
merly under the same man 











on retirement of Mr. R. P. Davies. iipley : Mr. N. Scargill, of Tiverton, to be manager. Tiverton: 
Mr. A. R. A. Kyle, of South Molton, to be manager. Weymouth : Mr. A. R. Shepherd to be 
manacze®r 

Union Bank of Scotland—Locigelly : Mir. J}. M. Mitchell, from Ballater, to be manager in 


succession to the late Mr. F. M. Cargill. Ballater: Mr. I. E. Brown, from Lochgelly, to be 


seal H.M. Treasury 


dney Caine, K.C.M.G., at pgesent deputy under-secretary of State at the Colonial 
been appointed a third secretary in H.M. Treasury. The transfer will take effect 


Sir S 


Office, h 














iS 


early in August. 
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; CU CUSTOMERS 
> 
5 When occasion arises to 
) discuss wills with custom- 
5 ers, may we ask bankers 
} kindly to remember the 
: great social and evangelistic 
| work of the Church Army? 
) { Help by a legacy is very 
=) ‘ greatly appreciated. Lega- 
ter j cies can be allotted to a 
specified object and named 
New “In Memoriam” of the 
wing testator. 
.0 Forms of bequest and full 
5 particulars may be obtained 
, : from The 
1 T 1 
0 CHURCH 
.O } 
— ARMY 
.0 ; 5S ERYANSTON STREET 
. LONDON, W.! 
.0 ; 
fe) : 
THE 
> 
| 0 
UNITED nvesting money 
WITHOUT ANXIETY 
ae |) | FRIENDLY 
Edin- W 
: ‘ = ITHOUT trouble to you, and with- 
igo INSURANCE COMPANY, out charge, your Bank is now able to make it 
eneral | LTD. easy for you to invest money towards your own 
: future security—and your country’s pros- 
to be 4 } | perity. Your signature on a Banker’s Order 
ae ; LIFE, FIRE, BURGLARY, form will ensure for you either a single 
MG. & SICKNESS, PLATE GLASS, purchase of a number of National Savings 
ctors DRIVERS’ RISKS, HOUSE Certificates, or the regular monthly inflow of 
worth, i PURCHASE, ENDOW- as many Certificates as you like — up to the 
Bhs MENTS, Etce., Etc. total of 1,000 which you may hold. In ten 
aH os years’ time each 10s. Certificate will be worth 
h, for fF 13s. — your £500 wiil have grown to £650 
wr i R. C. BALDING, _ ““_ a —s worthwhile ee 
iE ’ . . indeed. To the surtax payer the Savings 
5 L Managing Director. Certificate is even more profitable. See your 
ger in & Bank Manager about it today. 
to be 
42 Southwark Bridge Road, SAVE—Tb 7 
g —The Bank Way 
| London. J 
olonial 
effect Issued by the National Savings Committee 





OTTOMAN BANK 


GOOD WORKING RESULT 
B. MONEY-COUTTS’S 
REVIEW 


THE HON 


meetin 
June 2 
>treet, 


HE eighty-first annual general 
of the Ottoman Bank was held on 
at Winchester House, Old Bri 

London, E.( 

The Hon. T 
presided 

rhe chairman, 
said In January of this vear I 

lairman the London half of general 
committee I gre r appre this honour, 

nd | ull do my t to sustain the high 
traditions of the bank, h have been built 
ip by my predecess "a period of 

than eighty years. 

Our former chairman, Colonel Sir Eric Gore 
Browne, joined the London committee in 1943 
and chairman from 1944 until 1947 
During this difficult period he spared no time 
or effort in furthering the interests of the 
bank, and his energy and enthusiasm were of 
infinite value to all with whom he came in 
contact. The welfare of the staff at home and 
abroad was ever present his In 
expressing our very sincere ititude to him, 
| know I[ am voicing your wishes as well as 
those of his colleagues of the general committee. 

It was during Sir Eric Gore Browne’s years 
of office that we were able, after the war years 
of separation, to ré contact with our 
colleagues in Paris, and the mutual confidence 
co-operation which that reunion imme- 
evived has continued unchecked and 
1y, strengthened by a juent 

change of visits, as strong as it has ever been 

As was our custom before the war, certain of 
our directors from Paris and London recently 
paid a visit to Ankara, accompanied by our 
lirector general for Turkey. They were very 
courteously received by the President of the 
Council and | the Minister of Finance, and 
1ad interesting conversations with a number 
if officials, including the general managers of 
the principal Turkish banks 
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ne 
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ad 


s (the chairman) 


B. Money-Coutt 


his speech, 


electe i 


in the course of 
was 
oi of the 
late 


more 


rs ove 


was 


in mind. 
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IN PALESTINE 
No doubt you would wish me, before 
ceeding further, to give you some more recent 
mm concerning the bank in Palestine. 
has had to be severely 
endeavoured ‘ 


it has been p 


THE BANK 


pro- 


iniormatl 
Naturally, 
curtailed, 


‘rvice to 


business 
but we have 


while 


to Live 


our clientel yssible 
to do so 

Our main Jerusale m bran 
lown in May last and our regional manager 
has moved to Amman, in Transjordan. Our 
sub-branch in Jerusalem West, however, which 
was only opened a few months ago, is working 
and the staff all well except 


h had to close 


eo 
4 


an 


normally the are 


60 


one messenger, who has been slightly wounded, 
The Jatfa branch has also had to be closed garl 
in May, but the Tel Aviv, Haifa and Nablus 
branches are open for business at the present 
time. Although slight damage has beep 
reported to the buildings in both Jaffa and 
Jerusalem, I am happy to state that accordin 
to our latest information they are still standing, 
and the strong rooms are intact. 


BALANCE-SHEET ITEMS 


May I now refer to the balance-sheet, which 
is already in your hands. 

The figures for 1947 reflect an active and 
successful working year, though I would ask 
you to bear in mind that subsequent events 
will in due course have an adverse effect upon 
certain sections of our business. The balance. 
sheet total of 461,640,000 shows a small 
decrease of some £2,500,000 on the figure at 
December, 1946, attributable to a contraction 
of a similar amount in clients’ balances with us, 

On the assets side of the balance-sheet, cash 
has fallen by £1,700,000, money at call by 
£6,600,000 and bills receivable by £2,500,000, 
On the other hand, there is an increase in the 
more remunerative employments, investments 
having risen by nearly £2,000,000 and advances 
by over £6,200,000. 

You will see that investments stand in -the 
balance-sheet at £19,086,702 13s. 9d. and that 
of this amount no less than £18,146,332 12s. 6d. 
is invested in British Government securities, 
You may perhaps be interested to know that 
by far the larger part of these securities is 
represented by short-dated stocks. 


RESULT OF YEAR’S OPERATIONS 

The profit and loss account records a result 
for the year of £257,641 15s. 4d., an increase of 
over £70,000 on the previous year’s figure. 
We have also been able to bring into account 
£81,054 7s. 2d. in respect of further remittances 
of profits from previous years. 

Adding the amount brought forward from§ 
1946, there therefore, a total available of # 
£357,185 tos. tid. 

We may, therefore, reasonably claim to haveg 
achieved a good working result in 1947. The 
committee has, however, decided to transfer a¥ 
sum of {180,000 to “ reserve for contingencies,"% 
which, I think you will agree, is justified by 
present circumstances. 

[ have already expressed our appreciationy 
to the staff in Palestine, and, although a vote 
of thanks to the staff will shortly be proposed, 
I cannot conclude without expressing our 
warmest thanks to every member of the staff 
of the bank, wherever they may be, for their 
loyalty and efficient service during 1947. 

May I now revert to the balance-sheet ? The 
balance remaining on profit and loss account 
is {177,185 tos. r1d., and your general com- 
mittee propose that a dividend of 6s. per share 
be paid again this year, absorbing £150,000) 
and leaving {27,185 10s. 11d. to be carried 
forward to 1948. 

The report was adopted. 
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